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COMPARISON: Them and Us 

As the Australian DTH (direct to home) satellite industry redefines itself following the corporate 
death of DBS pioneer Galaxy, and New Zealand's Sky Network transitions from a two channel 
analogue service to a promised 20 channel digital service, it might be an appropriate time to engage 
in some "them" and "us" comparisons. 

Direct to home satellite television using purpose built satellites and consumer oriented hardware 
first surfaced in 1984. And it failed. (1) DTH in one form or another would try again, and again 
several times before digital format satellite television entered the technology stream. Analogue DTH 
services have proven very expensive to implement and with the singular exception of the Murdoch 
BSkyB service for the UK, have been huge sink holes into which many well known (and numerous 
lesser known) corporations poured good money after bad. Digital technology promised to change the 
money losing ways of direct to home satellite services simply because multiple channels of 
programming could be compressed into transponders which previously could offer 1 or at most 2 
programme channels. The perception has been simply this: If the DTH operator can trim his satellite 
rental costs by between 80 and 90%, he should be profitable. Experience has not borne out this 
contention and CTD has previously visited the subject to ponder just what it might take to change the 
repeating pattern of corporate bankruptcy so typified by the May 20th failure of Australian 
Galaxy/Australis. (2) 

Costs for the DTH operator fall into the following categories: 

1) The cost of programming material. Most programme sources negotiate rates based upon the 
number of subscribers possible for the DTH operator. Contracted rates are private business, are 
almost never revealed, but can be closely estimated from published financial reports and the 
occasional misstatement in a press release. 

2) The cost of transporting it to the appropriate uplink location, processing the programming (often 
adding local flavour or content to customise the programming to the geographic region served), 
uplinking the programming to a satellite and paying for the transponder space on the satellite. 

3) The cost of delivering the programming into the consumer's home. In theory and in an ideal 
world, consumers would pay the full cost of reception of the programming one home at a time, one 
consumer at a time. However, the reality is that uptake of pay television services is slowed by the 
relatively large monthly fees associated with subscription to programming packages, and if a 
consumer is required to pay a "marketplace price" for the reception hardware, subscription growth 
slows down to a fraction of what it must be for the programming firm to survive. To partially answer 
this marketplace challenge, programmers have worked out various marketing scenarios which amount 
to providing a subsidy to each consumer to help defray the initial capital cost of the reception 
equipment. 


1/ Using a Canadian satellite intended originally for direct to home "tests" in Canada, a US 
firm launched a four channel analogue pay TV service in 1983. It failed because programming 
costs were too high, equipment costs too dear, and the Canadian satellite unreliable. Total loss: 
US$100 million. 

2/ Receivers and financial referees are still counting beans as they wind up. Australis; 
expected loss total? In excess of A$600 million. 
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In A Nutshell - The Delivery System Battle 


Terrestrial broadcasters desire satellite delivery, world-wide. What they also want Is control 
over the delivery system and how it operates. Offers to place terrestrial services on pay-TV 
satellite, seemingly at little or no cost nor risk to the terrestrial broadcasters, have been many. 
In most cases to date, the terrestrial broadcasters have decided not to become part of a pay-TV 
delivery package. 

When a terrestrial broadcaster joins a pay-TV "bouquet," he accepts the technical parameters of 
the pay-TV service. That includes the pay-TV operators selection of a conditional access system 
and the limitations of that system. In most conditional access systems presently available, the 
terrestrial broadcaster's signal is limited by the conditional access system to the homes that 
subscribe to the pay TV service. So while the pay-TV operator might not charge an additional 
fee for reception of the terrestrial (FTA) services, he limits reception of these channels to 
homes agreeing to pay for the pay-TV package. To get the FTA terrestrial services, the viewer 
must also agree to pay for at least some level of pay-TV programming. 

The options open to terrestrial broadcasters desiring to be available via satellite? 

Create their own free-to-air (FTA) digital bouquet. Unfortunately, their FTA bouquet(s) are 
unlikely to be receivable on the pay-TV firm's receivers (IRDs). Why? Each conditional access 
system is proprietary, each has been designed to only function with its own proprietary data 
stream. What this means is consumers who want both pay-TV and free to air TV from their 
satellite system are forced to invest in two separate receivers; one for each service. 

If the pay-TV firm is operational first, the FTA broadcasters have to play "catch-up" to 
compete. And the consumer is faced with a cash outlay decision - the pay-TV box, or, the free 
to air unit? 
Se 

There is a real world analogy that begs comparison. 

The Eastman Kodak Company perfected a roll film technology in the 1920s but quickly saw that 
without a sizeable universe of cameras that would utilise this particular film package, their market for 
film rolls would grow very slowly. For 18 months they attempted to interest camera makers in their 
new film technology, anxious to have cameras introduced which would use their film. They had 
limited success because camera makers at the time saw their products as hand crafted works of art, 
not mass production consumer goods. So Eastman Kodak designed the simplest, most basic camera 
that 1920's technology could create. They named it the "Box Brownie" and it had one purpose in life: 

"To allow anyone with no training or special experience to take photographic images, 
using roll film supplied by Eastman Kodak." 

To ensure the success of the product, E-K produced the camera using production line, mass 
assembly techniques (which was a first in camera production), and marketed the camera at what 
amounted to their absolute cost. Their goal was to get millions of cameras into daily use. which 
would quickly create a market for millions of rolls of their film. They were also bright enough to 
realise that good money would be made in the processing of the film and the printing of the images - 
all using chemicals and special paper and technology which Eastman-Kodak would supply. 

Financial analysts of that era almost universally reported the concept as a "crackpot scheme" and 
many predicted financial collapse for Eastman-Kodak. "The bottom line" wrote the Wall Street 
Journal in a flapper era report, "is that you cannot sell something (the Box Brownie camera) for the 
same cost as you spend on its manufacture and expect to survive." E-K's closely held answer - to 
control the "box," the "film," and the processing. It was a blueprint for monopoly Rupert Murdoch 
would later imitate. 

Direct to home telecasters have a Box Brownie problem. And that 1s the IRD or integrated receiver 
decoder which every consumer home and business location requires to become a monthly subscriber 
to the pay TV satellite service. There are some sharp differences between the camera and the IRD. 
however. 

#1) The Box Brownie cost Eastman Kodak US$3.23 each to manufacture and place into stores. 

#2) In comparison, the IRD costs on average US$325 at the manufacturing point of shipment and 
unfortunately will require a minimum of another US$150 expenditure to collect the remaining 
non-IRD parts required (antenna, LNBF, cables) and have it installed for the consumer. 
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To adopt the "break even" approach of the $3.23 Box Brownie, the IRD must be provided to the 
consumer - installed - for no less than its actual package cost. In the best case that amounts to 
US$475 and in the average case it comes in between US$550 and US$600. 

Australia's Austar places the IRD into the home for A$99 to A$149. Moreover, they have now done 
this a reported 230,000 times. To the best of our knowledge, The Wall Street Journal has not reported 
their plan as a "crackpot scheme." Rupert Murdoch's BSkyB, in the form of the recently launched 
digital service, is offering to replace existing subscriber's analogue equipment with new digital 
equipment for 150 pounds Sterling. No, WSJ has not labelled this plan "crackpot" either. (see p. 6, 
here ) Sky NZ is offering existing terrestrial served analogue subscribers the opportunity (through 
October 31) to replace their existing five channel analogue service with equipment to receive as many 
as 20 digital channels for a non-refundable NZ$495 "joining fee." 

If the digital equipment for Austar and Sky NZ costs them no less than US$475 when installed. how 
can Austar afford to collect a "joining fee" of A$99-149 and how can Sky NZ expect to establish a 
"joining fee" of NZ$495 - and survive? 

Their answer is they plan to make up the difference between what the equipment really costs them 
(US$475 upwards) and what they collect (US$60-US$250) out of the monthly subscription profits 
they anticipate from subscribers. As CTD reported in April (CTD 98-03), by installing a satellite IRD 
package of equipment for be/ow its actual cost, the programmer creates a subscriber subsidy which 
may require as long as 7 year's operating profits (per customer) to pay off. 

If the Eastman-Kodak plan to sell Box Brownies "at cost" was "a crackpot scheme," what would 
you call a business plan that involves placing equipment valued at US$475 into a consumer's home 
(office, apartment) after collecting only US$60 (to $250) and a "promise to pay monthly fees for the 
continued use of the equipment?" 

Austar allows consumers to discontinue the service with no notice. BSkyB asks for but does not 
always get a one year contract. Sky NZ says it will "require an agreement to maintain the service for a 
minimum period of one year." In the best scenario, neither Austar, BSkyB nor Sky NZ will have 
"washed" the subsidy for the IRD before the 30th month and in the worst case it will be the 72nd 
month before the subsidy is paid off. 

The American Experience 

Where do you turn to study the impact of direct to home digital television on a populace? There are 
several options. South Africa is one; not a good choice because of very uneven economics. Japan is 
another, a better choice but still not ideal because "real numbers" are impossible to glean from public 
reports. France is a possibility but there government subsidies muddy the reported numbers so badly 
you cannot be certain of the bureaucratic "spin." 

Australia might have been a good choice before Galaxy/Australis did a swan dive into an empty 
bank account: today it is about as good a model to study as Afghanistan would be for women's rights. 
Sooner or later you realise the only viable, open environment region of the world where digital 
pay-I'V has been around long enough to produce a performance record is the United States. And it is 
a confusing study even if you have access to all of the numbers. Here is why. 

1) With a nice, neat, 100 million homes, 56 million have cable TV installed. Moreover. cable is 
available to just over 90 million producing a 62%+ buy rate for cable. Cable does better than this in 
but a handful of countries (Canada which has 81% cable penetration, largely built upon cable's near 
exclusive offering of USA programming), or the Netherlands and Luxembourg (where cable provides 
access to programming from adjacent countries and the typical citizen speaks 4 languages). 

2) Cable, once described as "the best entertainment friend of the common man" in the United 
States, has consolidated into a mere handful of corporate giants (witness the recently announced 
merger of AT&T and cable's largest company TCI). Cable is subjected to federal, state and local rate 
regulations, must now compute its "rate of return" for bureaucratic study and agree to limit rate rises 
to amounts that do not exceed the rate of inflation. Cable, once considered a "friend," is now 
considered by many Americans to be an over priced monopoly. The image of cable is tarnished and 
public support has fallen. 

3) DTH in the USA is not a monopoly; there are 3 major players and a fourth that rides the coattails 
of one of the majors. Competition for DTH subscriptions in the marketplace is intense, to the level 
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MEANWHILE - Murdoch's BSkyB Digital Roll Out in the UK 


Corporate policies tend to be "global" in concept, especially with Murdoch created DTH delivery | 
platforms. Commercial roll-out of the new nearly 150 channel (UK) BSkyB digital service 
launches October 1 with the following offer to existing analogue service subscribers: 
(1) Consumers will pay 150/200 Sterling for their new digital IRD. They are "purchasing" the 
IRD through local dealers (whom BSkyB relies upon for sale of programming packages as well) 
and the dealers are paying 80 Sterling for the IRD (a rather handsome profit for selling and 
installing the new unit). (2) The IRDs, like those being distributed by Sky NZ for its digital 
rollout, are equipped with a telephone modem. The stated purpose of the modem is to allow 
consumers to make impulse buys of pay TV events (movies and sport). And - this is the kicker - 
the IRDs will allow BSkyB to "poll" decoder units to learn what programming they are watching, 
and have been watching. The consumer must agree, in writing, to keep his IRD "p/ugged into 
the modem (telephone) /ine at a// times." \f the consumer balks at this demand? Then, (3) BSkyB | 
will send an invoice to the consumer for the "full, non-subsidised price of the IRD” and the 
customer must either pay the difference between 150 Sterling and the not subsidised price of 
400 Sterling, or, face having the IRD shut off totally by BSkyB "control." 

Got that? 150 Sterling is a BSkyB subsidised price for the digital IRD. This price is only valid 
when the viewer agrees to have the IRD "monitored" through the telephone modem and if 
BSkyB detects a "chronic and repeat" indication the IRD is not properly plugged into the 
telephone line, they will send the consumer a bill for another 250 Sterling. 

Why would Sky insist on this policy? 

Money. There is money - substantial revenue, they believe, in being able to 
"poll" (interrogate from a remote location and compile the results) IRDs to determine just which 
channels are being watched, by whom, at each viewing point in the day. Gone are viewing 
diaries, telephone coincidental surveying. Old hat, out of date. Through the IRD, "Big Brother 
(Rupert) wi// be watching what the consumer is watching." And selling the information to 
anyone who wants to know. 

Sky NZ? Like BSkyB, each IRD will have a telephone line modem installed. Does Sky NZ plan to 
"poll" viewers to determine what they are watching? Stay tuned. 


that hardware to receive digital pay TV via satellite has dropped to less than 15% of what it cost four 
years ago. Programming available through digital satellite delivery pretty much mimics that available 
through wired cable and in most instances the satellite choice is 200% the channel universe of the 
cable service. Moreover, in a country built upon immigration and ethnic diversity (31% of the 


residents of California do not consider English as their primary language!), satellite DTH packages 


have been able to import live or almost live national services from more than 50 countries world-wide 
to offer to DTH viewers. Programme sources representing virtually every European country, more 
than half of the Asian countries as well as a smattering from South America and Africa are now 
available via satellite. Nothing attracts a Turkish immigrant to the USA like five Turkish TV 
channels imported directly to his 18 inch satellite dish for US$10 a month. 


Players in the North American DTH game represent "The Big, The Bad and The Courageous." 
Pioneer DirecTV is the "big" owned by Hughes Communications (which is owned by General 
Motors, etc.). PrimeStar is "The Bad" and it is owned by a group of cable television firms who deny 


they established PrimeStar to act as a dike against the potential floodwaters from DirecTV. "The 
Courageous" is Echostar, a Colorado firm that had the fortitude to grow from a minor league 


distributor of C-band satellite equipment in the early 1980s to a multi-billion dollar corporation that 
routinely builds and launches US$300 million satellites by repeatedly dipping into the public funding 
marketplace with guts and determination. 

Rupert Murdoch has been in, and gotten out, of the North American DTH world. His exit was 


anything but clean cut, leaving a trail of lawsuits including a multi-billion-dollar court date scheduled 
for trial in November against Echostar. The Murdoch legacy involves orbit spots which he teamed 
with telephone operator MCI to acquire several years ago. By playing Murdoch hardball (he simply 
outbid all of the competition for the coveted orbit slots), News Corp ended up owning some of the 


most valuable geostationary "real estate" above our planet. It then attempted to parlay the real estate 
into an ownership position with Echostar and when that failed (both sides claim the other engaged in 
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deceptive and perhaps illegal negotiating practices - which is why there is a court case looming), he 
picked up his property markers and moved into bed with PrimeStar and its cable operating owners. 

DTH in North America has one major, perhaps ultimately fatal, design flaw. A digital DTH 
subscriber cannot receive his local TV stations through the satellite dish system. That may seem like 
a less than serious drawback; it is long-term fatal. Echostar was first to propose correcting this 
technical oversight. They suggested the federal rules governing satellite programme delivery be 
modified to allow subscribers in each television "market" to have access to at least the primary TV 
stations from that market through the dish system. In effect, Echostar wanted to be able to say to 
potential DTH subscribers in New York City - "We not only offer you a choice of 175 ‘national’ 
programming services, we also bring you with digital clarity and quality ten local TV stations as 
well." 

Reaction to the Echostar plan was swift and dismissive. The broadcast stations could not initially 
decide whether it would be good or bad to have their highly viewed programming available via 
satellite. After study, they decided it was a bad idea. Echostar argued that while over the air VHF and 
UHF television was a fine way of delivering TV programming to New York City, satellite was a 
superior system. With satellite, viewers would be able to get studio quality reception from stations 
they presently view only with great difficulty through a layer of automobile ignition noise, floating 
ghosts and electric razor interference from the apartment next door. Echostar was technically correct 
in its arguments but the broadcasters would have none of the argument. 

It has been well documented that satellite digital subscribers badly miss having local TV available. 
Yes, they could maintain a cable service connection to continue quality reception from the local TV 
transmitters. Having both a satellite and cable subscription is not that attractive to most people and 
given the lack of local TV programming on satellite, studies suggest digital satellite is realising less 
than 10% of its potential audience growth. Another option - also not very good - is for the satellite 
subscriber to spend an extra $100 and install a rooftop aerial for local TV reception. Most people 
took down their rooftop aerials a decade or more ago when they subscribed to cable (with cable, other 
than during periods of cable system failure, there is no need for a redundant outdoor aerial). 
Returning to an outdoor aerial and installing a "switch" to allow seamless tuning between local TV 
and satellite TV is also not that attractive. 

The American consumer has progressively become a "plug and play" technology devotee. Bring it 
home, plug it in, turn it on, and enjoy. Put as many buttons as necessary on the infrared remote 
control - just don't make the system require that the user get up from his or her chair to change from 
one aerial (rooftop) to another (satellite)! DirecTV has invested a claimed US$5 million to research 
some way of marrying the standard 18 inch satellite disc with a local TV aerial system so that the 
single outdoor antenna can bring in both satellite and local TV through a single piece of cable. The 
results have been promising, but unfortunately for the satellite service providers any compromise in 
outdoor VHF + UHF antenna design to accommodate the parallel satellite dish function results in 
inferior reception from the local stations. In effect, it is probably not technically possible to get from 
an 18 inch satellite dish to quality terrestrial TV reception in the same run of coaxial cable. But they 
keep trying. 

Echostar has not abandoned their proposal to send the local TV transmitter services to the satellite 
and then back again to the home as a proper solution to this challenge. But the broadcasters and the 
cable operators remain indignant at the very thought and as such innovation will require approval of 
the US Government in the form of regulatory changes, Echostar would seem to be fighting a lonely 
battle with both hands and one leg tied behind its corporate rear side. It is of passing interest that the 
National Association of Broadcasters (the TV station and network trade association) has approved 
funding of a study to do for themselves precisely what Echostar has offered to do for them: design a 
satellite system that allows each terrestrial TV market to have its own broadcast signals delivered 
back into that market through a specially built satellite system. Should it fly - there are no strong 


IT IS NOT ABOUT HARDWARE - but already in USA consumers are being 
offered complete dish system PLUS two IRDs for US$299.99 (at $10 per 
month). Note "Free $50 off-air antenna" bonus (see text). 
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signs it will - the plan will be 5 to 7 years in germination. Echostar could easily end up with an 
epithet on its tombstone: 
"They conceived local TV delivery via satellite, but did not live long enough to see if 
implemented." 

Which brings us a common point in the development of satellite TV in New Zealand and Australia. 
The Echostar concept of marrying terrestrial (so-called "network") TV to pay-TV in one seamless 
digital package was such an important concept that Rupert Murdoch was drawn to Echostar as a 
possible business partner. Even after his US$1B investment in Echostar failed to propagate, Murdoch 
would take the concept back to the UK where he now includes BBC and independent channels into 
his latest UK digital bouquets. Clearly, if you want to beat cable at its own game (whether in the USA 
or the UK), you could not ignore the challenge of providing local (network) signals as a part of the 
satellite delivered montage. 

The concept caught the eye of digital TV planners at Sky. Sky's Nate Smith recalls, "When we 
proposed the plan to include TVNZ channels (TV1, TV2) and TV3 in our digital bouquet, they said 
‘Yes, we would like to be a part of that'." That was early in 1997. Sky's offer, as explained by CEO 
Smith, was "very generous" on Sky's part. "We offered them space in our satellite bouquet and the 
promise their channels would be easily identified on the viewer's remote control." He means TV1 
would have been channel | on the remote, TV2 would be "2" and so on which would guarantee the 
terrestrial networks that their heavily promoted "identities" would not be lost or misrouted via 
satellite. 

Unlike virtually every other nation in the world, New Zealand has no government directed master 
plan to convert the existing terrestrial analogue services to digital. The Ministry of Commerce. 
where such innovation would first find seed. speaks in platitudes about free market forces 
determining their own digital future. The reality is that transitioning from present day analogue to 
next generation digital requires far more than a vacuum to percolate. In the absence of government 
leadership there has been massive inactivity with each broadcaster fearful of making plans which 
could leave it all alone on a digital tightrope. In the past few months, TVNZ and TV3 along with new 
entrant Prime have finally decided the only safe path to follow is to join together to plan a 
co-operative digital future. Something called "The New Zealand Television Broadcasters Council" 
with representatives from each of the broadcasters has been formed and a very reluctant Ministry of 
Commerce has responded by drafting a discussion paper. 

Sky's offer to the broadcasters will historically be seen as the sprinkling can that nourished the 
seeds of the new Council. Yes - Sky was offering what amounted to nation-wide, virtually free 
distribution of TVNZ, TV3 and Prime services. Yes - in the mind's eye of Sky, the broadcasters were 
going to have "crystal clear, 100% coverage of all of New Zealand using digital technology." Smith 
and Sky personnel such as Mike Watson drove home the Sky message repeatedly: "This is a free 
service for the broadcasters; this solves their digital conversion problems." Estimates of how much 
money it will cost TVNZ and TV3 to convert their production and network facilities to digital vary 
upwards from NZ$200 million. How much of that would have been saved by the Sky offer is not 
known, but it could have easily been 50% ($100 million). 

TVNZ was first to turn down the offer. although the state owned enterprise holds 12.9% of Sky 
shares. "Sky's timetable is their own and they have reasons for having created it as they have. Our 
(TVNZ) timetable (for conversion to digital) is not the same as theirs," according to Liam Jeory. TV3 
shut the door on Sky's offer more gently. "We are unlikely to go into the Sky line-up because free to 
air enhances their (Sky) market. 93% of all measured audience viewing is for free to air channels," 
comments TV3's Graeme Hunter. 


IT IS ALL ABOUT PROGRAMMING. Market leader DIRECTV offers 40 
channels (including sport and classic movies) for US$19.99 per month; 
At $29.99 per month, 85 channels. At $39.99 per month, 99 channels 

with 14 separate movie services or 110 channels including 28 sport 
channels. Top of the line - $47.99 per month for 124 channels including 

16 movies and 28 sports. Pay-per view sporting and current release 
movies are add-on options above and beyond these "basic" offers. 
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Now with over 40 channels!' 
(East & West) 


(East & West) 
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SULEETATIS The Learning Crane! 


‘Effective March 10, 1998. 
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(Gast & West) 
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Our most popular package. 
Now with over 85 channels!' 


G}Ay MIE! 
STH EW THE MISTORQMNAEL rent ONNENS BC Sa a ‘ HGH TTIBIN] 
ici Local 
oe TYME . 
TL € ITNN 7 <a USA ees) eae ae w! A Ste 31 commercial-free 
Ld hae (entry: : EI oP at lao nacwork CKOrCC audio music channels ‘Effective March 10, 1998. 


For sports fans! All the Total Choice channels plus 
over 25 specialty sports networks. 


peer movie lovers! All the Total Choice channels 
plus 14 commercial-free movie channels. 


AAT 2 uke AR 


4 STARZ! premium movie channels — 


8 themed ENCORE movie channels; . aE ee <4 G Sing nga 
ri Jr \ tans SPORTS 4 


Independent Film Channel ea Rene Tre Gowr CHannet 


Romance Classics AG chews (8 channeis 
4 Empire Sports Network FOX Sports New York FOX Sports West 2 
sree ery at Riot ORE fogs aa , 939 r u FOX Sports Arizona FOX Sports Northwest Home Team Sports 
a L P,\ +3 SEK Craton Sh he aT FOX Sports Bay Area FOX Sports Ohio Madison Square Garden 
“Total, ‘Choice* PI * ATI NUM Yee 3‘ per, month ») _ | : FOX Sports Chicago FOX Sports Pittsburgh Midwest Sports Channel 
Senay ‘aoe! i EE eh aes pence! ELS AEE peanW eee Se ere es. Os a epeene me 
{ FOX Sports Cincinnati FOX Sports Rocky New England Sports 
New Total Choice subscribers receive FOX Sports Detroit Mountain Network 
‘ FOX Sports Midwest FOX Sports South SPORTSCHANNEL 
! ‘ 
one FREE month upgrade to PLATINUM! ele 60K Sacets POM Sports Southwest Piscine 
New England FOX Sports West Sunshine Network 


Get it all! The ultimate DIRECTV programming package. All f 
the Total Choice channels plus everything in SILVER & GOLD! 


All programming and pricing subject to change. 


1 
~ 


SEE What’s on DIRECTV! ORDER NOW AND YOUR FIRST ISSUE’S FREE!" 
SEE is the official programming magazine of DIRECTV with over 300 pages of information and entertainment Order SEE with ~ 
your DIRECTV programming package for a complete rundown on the programs available every month with your DSS* system. 


“First issue tree with SEE magazine subscription Have your DIRECTV account number handy. Monthly fee conveniently billed to your DIRECTV account. Allow 8-10 weeks for delivery of first issue. For residential customers only 
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TV’ DELIVERS THE NFL SUNDAY TICKET! 
| Purchase DSS° and the 98 NFL SUNDAY TICKET "package and score... 


4 FREE Months | 3FREE DIRECTV: 


Of Total Choice: Programming 
PLATINUM _ Certificates <=, 


= $200 Value 


We've Got Your Game!" 


Sed be Pt Coartetnct Cha Just *159 for the '98 regular season with up to 13 games each Sunday! ® 


NFL SUNDAY TICKET automatically renews at a special rate each year, provided DIRECTV carries this service, unless subscriber calls to cance! prior to start of season. Limited time offer for 
new DIRECTV residential subscribers who purchase a system trom authorized retailer between 8/5/98 and 10/11/98, subscribe to '98 NFL SUNDAY TICKET ($159) and Total Choice PLATINUM 
abl beberle and activate by 10/25/98. 3 DIRECTV programming certificates at $2.99 each. Offer must be accepted at activation to receive 4 full months of programming. Otter void where 

prohibited. Blackout restrictions and other conditions apply to sports programming. Programming, pricing, terms and conditions subject to change. Hardware and programming sold separately. 
NFL SUNDAY TICKET is a registered trademark of NFL Enterprises, L.P. DIRECTV and Total Choice are registered trademarks of DIRECTV, Inc. 


ONLY DIREC 


a = ag =) 


HOT TICKET ITEM. For US$159, grid iron fans gain access to 13 separate matches televised 
each Sunday (364 games total for less than 44 cents per game). In effect, any match played 
anywhere is available to their home via satellite. To sweeten the pot, they also receive $47.99 Si 
(124 channels) in monthly programming for four months without charge. A quite incredible 
offer of $350.96 in programming for $159. Nothing announced to date by Austar, Foxtel, 
Optus Vision or Sky NZ even comes close to this. 


Translation? New Zealand broadcasters, like their North American counterparts, fear that if by 
combining their programming with pay-TV programming consumers can only tell the difference 
between free to air and pay on the hour and half hour, free to air TV will soon be reduced in stature. 
Free to air exists because advertisers are willing to pay money to reach their audiences. If pay-TV 
achieves parity on the dial with free to air, if it becomes difficult for the viewer to tell them apart, 
free to air will lose audience to the pay TV programming. Sooner than later free to air audience size 
will shrivel, advertising support will decay, and free to air will see its audience share decline. There 
is no crystal ball here - for the first time in the history of US television broadcasting, the combined 
viewing of the national cable channels exceeded the combined viewing of the four commercial 
networks this past June. The decline of the commercial networks has been steady for a decade while 
at the same time the growth of pay TV programming has been month by month growing. Members of 
the recently formed New Zealand Television Broadcasters Council believe they discovered it was not 
Little Red Riding Hood under the shaw] after all - in the nick of time. 

In America, the NAB spokesperson on the subject of providing local market (network) TV on a we 
market by market basis recently elaborated on their own studies. 

"First of all, we have a unique product. It has been popular enough, and universal enough, that in 
the past 50 years network television broadcasting has driven 99% of all US homes to acquire one or 
more television receivers,. Why should we hand what fifty years of our labour and investment has 
honed to the present state of perfection to an upstart competitor on a silver platter? 

"Second, while we admit there are locations where our terrestrial TV services do not provide 
perfect reception, we have through four decades forged a relationship with cable TV operators to 
correct these deficiencies and to provide quality service to virtually every home in America. Every 
study we perform on the growth of DBS (DTH) lists the number one reason why people do not 
subscribe to satellite pay TV as being the lack of local TV reception in the package. Why should we 
hand DBS the one thing they most need to provide a complete TV service package? Yes, we might see 
improved reception for a minority of viewers. But at what price? In 62 percent of the homes we now 
reach over the air, we battle against a channel line-up numbering between 20 and 80 (cable TV) 
channels. DBS is now 175 channels and growing. How do we benefit by becoming part of a service 
which pits us against 175 competitors?" 

Through the NAB, the American broadcasters are at least studying the possibility of becoming their 
own satellite system operator. Would not a similar plan be practical in New Zealand, or Australia? 
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Quick Comparison of Consumer Pricing for Satellite TV Services 


Service/ Smallest Largest # Sport # Sport # movie # movie Total 
Location |package and|package and} channels in | channels in| channels channels number 
price per price per smallest largest smallest largest channels 


month month 


DirecTV | US$19.99 | US$47.99 40 up to 
(USA) 124 
Foxtel A$49.95 A$49.95 

(Australia) 


Sky NZ$61.93 $61.93 

(New (*) 
Zealand) 
Sky (UK) 
Value Tier UK6.99 

ie) 
Sky (UK) 
UK8.99 
PLA 


Value + 
UK22.99 2 3 
terrestrial 
60 
including 
FTA 
terrestrial 


nr ’ 


17-20: still 
being 
firmed up 
13 
including 
FTA 


terrestrial 
bes ay) 


2] 
including 
FTA 
terrestrial 


a M 
including 


Sky (UK) 
Family ++ 


Sky (UK) 
Full 


G2 


Package 


What Consumers Pay to have Digital Satellite Installed 


A$129 


DirecTV Foxtel Satellite 


US$99 with Not accepting UK160 for con- 
rebates new subscribers NZ$650 new versions, UK200 
new 


- Sky NZ is planning announcement of lower cost packages. 
- Sky UK packages are primarily slanted at vertical interests and substitute sheer quantity 
for sport and movies which are only available as "Premium Options" or are included in the 
"Full Package" (above). Between "Family" (11.99 per month) and Full Package (UK29.99 per 
month) are numerous "option packages" that add either sport, movies or movie + sport to 
Family with pricing falling between UK18.99 and 26.99 per month. 
*** _ Sky's "Value Tier" at UK6.99 per month is more than a low cost entry package; it also 
has to compete with the new to air terrestrial digital TV service (called ONdigital) with 15 
channels at UK8 per month. Value Tier brings satellite delivery of BBC1, BBC2, BBC Choice, 
Channel 4, Channel 5, BBC News 24 and in the spring of 1999 - BBC Education. The pay 
service channels rounding out the Value Tier are modest at best: Sky One, Sky News, 
Discovery Home and Leisure, Bloomberg UK and QVC (the latter a shopping channel). 
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Austar A$35.95 A$46.90 17 or 19 
(Australia) 


a ine 


| 


Pace's WORLD BOX IRD for Sky NZ Use 
This is it - the physical look of the Pace supplied "World Box" (Pace model DSR-620) created 


by the engineering staff at NDS for use with Sky NZ and a host of other digital DTH platforms 

(including South America). The IRD requires only "software adaptation" to allow it to be utilised 

with different Murdoch inspired DTH platforms. The platforms are not MPEG-2 DVB Compliant, 
and perhaps taking a cue from the Scientific Atlanta PowerVu proprietary MPEG-2 design, will 

not allow users to tune-in honest to goodness free to air MPEG-2 DVB Compliant services. In 

effect, it only recognises the proprietary data stream of NDS/Murdoch. Next likely use of World 
Box in the Pacific? For FoxSat on PanAmSat PAS-8 on behalf of Foxtel satellite services early 

in 1999. The NZ model has twin SCART sockets, "enhanced" EPG graphics ability and a 
composite output (see p. 17, 18 for UK model). 


TVNZ and TV3, in formally announcing they were opting out of the "free to air" satellite 

distribution offer from Sky, each admit "studying our own plan for a digital platform." There are 
three choices here for the terrestrial broadcasters, having passed up Sky's offer. 

1) Do nothing. Let digital come, and ignore it. If TVNZ is broken up and sold out as a state owned 
enterprise, let the digital problem be a priority for the new owner. Leave it in the "too difficult to deal 
with” basket for the time being. CanWest's ownership of TV3, like Bell Atlantic's ownership position 
in Telecom, could go away just as quickly and with virtually no notice as well. TV3 can milk the 
existing analogue operation for profits for another 2 to 4 years before the reality of digital hits. Then 
let the next owner sort it out. 

2) Spend upwards of NZ$200m and fix it. Like NHK in Japan, BBC in the UK. 

ABC/CBS/Fox/NBC in the USA. Even the ABC and the three commercial broadcasters in Australia es 


COPYING THIS PUBLICATION WITHOUT 
OUR PERMISSION VIOLATES 
OUR COPYRIGHT. 


OK - so that may not be the most horrendous "crime" on the books. But it is 
a violation of law. Suppose we copied your television programmes or office 
files without your permission? 


CTD has very fair "Replication Rights" allowing you to make as many copies 
as you may need for office and staff distribution. If your boss is telling you 
“make me five copies of this" ask him (or her) - what about their copyright? 


We urge you to play fair - ask us about replication rights. 
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SKY's Gold Offer 
Sky NZ's roll-out of a 17 channel digital package is flawed with ambiguities, "gritty technical details" 
according to the National Business Review. There are three primary "classes" of would be / will be Sky digital 
subscribers. | 
1) The existing analogue satellite system users. They paid $650 for their original installation, are now paying 
just over $17 per month to receive Sky Sport, Sky 1. Sky variously claims up to 20,000 such decoders to be 
replaced with digital IRDs. Customers will jump to $61.93 per month when the full 17 channel service is 
available. 

2) Existing analogue terrestrial subscribers. They paid as little as $9.95 to have terrestrial service installed. 
Now they are being offered opportunity (through October 31) to become "a valued SKY Gold (satellite) 
subscriber." Cost is $495, with option of paying $99 per month over 5 months as long as they continue paying 
Sky $12.80 per week ($55.46 per month) for initial four months and agreement to pay $14.29 per week 
($61.93 per month) starting the fifth month. 

3) Not Sky subscribers. They will pay $650 to have satellite service installed, and at this time they have only 

the option of the "Full Monty" 17 channel package at $61.93 per month.. 


| 
| 
| 


i 


Problems: Two or more Sky decoders per location? Sky is advising callers, "We do not have sufficient 
(digital) decoders to 'give' more than | per subscriber (location)." When might there be sufficient decoders 
available? "Six months, possibly longer." If you are an existing terrestrial subscriber, Sky is offering you the 

opportunity to "retain your second (third, etc.) decoders for continued terrestrial use at $15 per month each - 
until the extra digital decoders are available." This of course means on one TV set you will have your satellite 
package, on other(s) the limited 5-channel package. 

There is a possible shortage of integrity here. As CTD pointed out in April (CTD 9804, p. 2), when there are 
two or more digital IRDs at one (home) location, special satellite-compatible cabling and signal splitting 
hardware must be installed. Plastic wall plates, surface mounted to allow "neat, finished installations” into 
which the Sky equipment will plug, do not exist. It is not possible to install flush mounting wall plates for 
distribution of satellite signals to multiple outlets in a home. This is a technical problem, unresolved at this 
time, which Sky could simply be avoiding. By advising people there is a shortage of digital decoders, they 
ignore (for now) the problems associated with having two or more IRDs in one home. 

And there is cost. "When we have sufficient digital decoders to allow more than one per location, the charge 
will be $250 for the decoder and $15 per month" according to Sky. This means Sky is subsidising 
approximately $400 in actual cost for the extra decoder. At $15 per month - 27 months just to pay off the 
subsidy, an interesting challenge for the accounting department at Sky. Indirectly, Sky is also telling us that 
something less than $15 per month out of a subscriber monthly bill is earmarked for equipment. In a $61.93 per 
month 17 channel package, that leaves $46.93 per month to defray Sky's programming, delivery and 
management expenses. 

Watch one, record one? Almost no consumer has thought to ask if they can watch one (satellite) channel and 
record another with digital satellite. The answer is no, not unless they opt to rent a second decoder. But Sky 
won't allow subscribers a second decoder anyhow - for six months or more - so the question is mooted for the 
time being. 

Connect and disconnect? Sky will allow a satellite subscriber to disconnect for up to 3 months if they pay $5 
per month to maintain the account. The equipment will stay in the home for the disconnection period. If over 3 
months, they will charge $29.95 (and up) to collect the (indoor) equipment and $50 to reconnect it when the 
subscriber resumes the subscription. This says "churn" will be financially rewarding to consumers if they 
disconnect for 3 months or less, or if they are not using Sky's $61.93 per month service for 5 months or more 
and have the equipment taken out (and reinstalled). It will be interesting to see what happens in the 
marketplace with this one. 

Lower cost packages? Sky will be announcing reception packages other than the "17 channel" service detailed 
to date; some will be less expensive but none will tinker with the initial capital costs of $495/$650 required for 

installation of the equipment. 

Who owns this equipment? It is another question almost nobody is thinking to ask. "The $495/$650 is a 
joining fee, it is not for the equipment. You will own none of the equipment we install for you to receive our 
satellite service," says the helpful male agent answering our telephone query. You ask, "I get nothing, then?" 

The response. "You are allowed to receive our service." 
Total costs? A home with two decoders will expend $745/$900 to become equipped for Sky digital TV plus a 
charge to wire the house for the second decoder (Sky estimates "under $50.") The consumer owns none of the 
equipment, but is contractually responsible for its safe keeping and well being. If that is off-putting, consider 
that Sky after the home spends $745/$900 on the system has an additional $855/$700 invested as well! 
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are mandated to "do digital" within five years. This "fix" involves a complete rebuild of every part 
and piece from the TV cameras in the studio to the 1 watt relay stations serving 2 families in rural 
Southland. With staffs increasingly closer to retirement, this has not been an attractive alternative to 
date at TVNZ and TV3 sees it as a waste of corporate profits to be focusing on digital. 

3) Take the Sky satellite concept and run with it. Not within Sky but on a track parallel to Sky. Here 
is how that could work. 

A body (such as the New Zealand Television Broadcasters Council) goes to Optus and signs up for 
transponder space. Sky presently operates two transponders, will add a third in the middle of 1999. A 
transponder is capable of delivering up to 12 separate programme channels simultaneously to dishes 
on the ground. A half transponder will deliver six programme channels (at half the cost of a full 
transponder). TV1, TV2, TV3 and Prime makeup 4 channels; TV4 (which claims it is only after the 
urban markets anyhow) adds a fifth. 

If the transponder is located on the same satellite as Sky, uses the same transmission polarity, and 
the same New Zealand focused beam, a second decoder attached to the Sky home dish systems would 
provide reception parallel to Sky. Which Sky could stop dead in the water by reminding everyone 
concerned that those dish systems being installed by Sky contractors belong to Sky and will only be 
used by another user with Sky's permission. Why a second decoder? Because Sky's decoder is custom 
designed with software to only process Sky programme channels. This is a Murdoch trademark - 
distribute decoders that by design only work with Murdoch controlled programming packages. 

If the broadcasters elected to be on satellite, but not inside of the Sky bouquet, their best approach 
would be to make commercial arrangements with Sky to handle the technical parts of the 
transmission; things like access of the service through modified form of conditional access. 

Let's put it another way. The broadcasters want to be on satellite, but they are afraid to hand over 
their programme distribution to Sky. Their reasons are the same as those the NAB cites for not 
wanting to allow Echostar to distribute their network signals. Is there some way that the broadcasters 
can be on satellite, make use of the Sky coverage but not yield control of their future to Sky? The 
answer appears to be yes. 

1) Form your own group, hire your own satellite space. 

2) Do your own uplinking through a partnership made up (initially) only of free to air broadcasters. 

3) Configure the transmission package to allow either Sky decoders or non-Sky decoders to access 
your satellite delivered FTA broadcasts. 

4) Offer the FTA service to Sky (only) subscribers by being very public with your announcement 
that the service will be available, free, to Sky subscribers with the co-operation of Sky. 

Which means? As with the American NAB, New Zealand telecasters do not need the restrictions 
that come as footnotes to Sky's "free to air offer" sharing their transponder bandwidth. TV3's Gerry 
Smith voices his concern that Sky, by selecting the digital format of NDS, is in effect, "establishing a 
standard for digital in New Zealand." He means - broadcasters were not consulted, had no say in the 
transmission system decisions, and thereby lost future control or even input into the way the system 
matures. CTD investigated this subject in considerable depth in July (#98-07-50 -"Setting the 
Standard for Television Transmission") and came to the same conclusion as Smith. We reported. 
"The set-top-box is effectively the control centre for a raft of services to the home, including the 
traditional Free-to-Air use of television. Those operators who are in a position to influence the 
standards and access conditions of the set-top-box will have a competitive advantage in the digital 
environment." 

Murdoch's minions know this philosophy well. While less technologically endowed management 
people have argued about sports rights and second showing privileges, Murdoch has quietly pursued 
shaping the conditional access system after his own closely controlled technology. He knows, the rest 
are slowly learning, "he who controls the box controls the future of television." 


Sky may well have offered terrestrial broadcasters virtually free use of their digital bouquet. And 
doubtless on the surface it was very appealing: too appealing it would turn out. "When something 
seems too good to be true - it probably is." It was. Selling their souls for a free bouquet ride turned 
out to be too good to be true. 


-COOP'S TECHNOLOGY DIGEST / 9808 - p. 14- 
Next issue CTD is October 28th 


TECHNOLOGY 


BYTES 


..-e-BITS and BYTES you may have missed in the rush to make a dollar ... 


September 30, 1998 © VOLUME 98-8-51 


Satellite TV & Radio 


SinoSat | signals at 110E reported in Australia. Try 4106/1044V with Msym 6.200 and FEC 2/3. Service is 
Shanghai TV with two video and | radio service (with multiple sources). The satellite is brand new, launched in 
July and put into service only late in September. 

Space TV failure on Intelsat 702 (12.612H) left some quantity of Thailand émigrés to Australia without 
service from the Thai TVS service. There is now a replacement. Try 12.650H, Msym 17.800, FEC 1/2 for what 
appears to be up to 2 Thai originated services (one of which may only be a few hours per day). Service may 
load 3 separate video channels indicating expansion may be ahead. 

ABC + service using Scientific Atlanta PowerVu technology has expanded programme line-up and channel 
loading on PAS-2 Ku (12.265V). Current numbers: Msym 16.200, FEC 1/2 with - ABC-TV, SBS-TV, 
GWN-TV plus 11 radio service channels (some use unique PowerVu system of four audio channels, in 
monaural) and two data channels. Further changes: 12.295V is now Msym 21.996 (nominal 22.000) and FEC 
1/2 but only lightly loaded with Imparja (Central Australia RABS service) and ABC at presstime. 

PAS-7, the 17th satellite in the rapidly growing PanAmSat fleet, was successfully launched at 2.31 am eastern 
USA time on September 16th from French Guyana. The 44 transponder (C + Ku) satellite is headed for 68.5E 
where it will share (collocate) with previously launched PAS-4, to serve the Indian Ocean, Africa and eastern 


Europe. 

Next launch of note: PAS-8 now moved to "early November " from October 29 with live coverage of event 
on PAS-2 California bouquet, programme channel 2. This satellite with C and Ku transponders is headed for 
166E where it will augment capacity of PAS-2. And just in the nick of time - PAS-2 C-band, in particular. is 
exploding with numerous examples of PanAmSat "bending the rules" to shoe horn in extra users onto a satellite 
that was overbooked more than one year ago. Switching of traffic from PAS-2 to PAS-8 could begin as early as 
mid-December but don't expect much (if any) advance warning from PanAmSat proper. They are keeping their 
plans to move various services very close to the vest which is irritating some users who anticipate significant 
equipment changes to cope with being moved from PAS-2 to PAS-8 (which, by the way, has several dB less 
signal forecast for New Zealand than at present). Biggest game in town? PAS-8 successful launch will give 
Foxtel in Australia clear route to launch Ku-band DTH for Australia, away from Optus satellites. A business plan 
to relocate all existing ex-Galaxy / nee Foxtel satellite subscribers to the PAS-8 bird, replace all IRDs with new 
Pace World Box units, is on ice awaiting successful deployment and checkout of PAS-8. It could be a very busy 
first quarter in 1999 in the Australia DTH world. 

And the next one. Orion 3, scheduled to 139E, has been moved from late October to "first quarter 1999": 
direct result of launch failure in August by Delta vehicle that will be used for Orion as well. Biggest pre-launch 
customer signings for Orion are in the Internet field and video service users planning Orion 3 are unknown (if in 
fact any exist). Orion 3 has C and Ku band capabilities, but C-band is restricted to downlink frequencies that 
would not interfere with a Russian satellite at close spaced 140E or Apstar satellite at 138E. 


Anxious Hours for Satellite Operators 


Space debris from the Tempel-Tuttle comet will come close to the earth's upper atmosphere at 
19.30 hours UTC on November 17 (8.30AM NZST, 6.30AM AEST, 18th). Comet debris varies 
in size from micro particles to rock and ice clumps larger than your car. With more than 600 
satellites in orbit, the odds are in the region of 200 to 1 that any particular satellite will be 
adversely affected. Still, precautions are being taken (AsiaSat for example will “stow” solar 
powering arrays for the two hour period either side of 19.30 UTC so they present the smallest 
possible surface area towards the flow of comet debris). At 71km/s trajectory speed, even 
debris as small as 1 micron can penetrate exposed geostationary satellite parts and inflict 
significant (or crippling) damage. 
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Big time signals reported in New Caledonia from Indovision S-band 
satellite Catawarta | (107.1E). On 3m dish. which is definitely overkill. 
16 dB CNR signals using 90 degree K LNB. Dishes as small as 1.2m 
should suffice there but a larger challenge is locating sources for the 
IRDs and programming packages. Indovision's future is at best murk\ 
following recent events in Indonesia and while they had originally 
planned to move all of the digital services from Palapa C2 (C-band) to 
S-band, there are no guarantees this will now happen. All signals seen 
to date are vertical polarity as follows: 2.566V (HBO. Cinemax and 2 
radio services): 2.586V (Hallmark. CMT. BBC World. TNT Cartoon. 
ESPN and CNN International): 2.656V (Bloomberg. Star Movies. |v] 

BSkyB digital marketing blitz is [nternational, Citra TV. NHK, Films Indonesia. Star Sports and Star 

built around this print logo. = World): 2.536V (TVRI, SCTV. Anteve. Test Channel. RCTI. Indosiar. 

Dealers handling PACE IRDs_ ~—s TPI_ and Mosaic). A total of 18 pay-TV programme channels. 6 

have signs posted with "Dealer" terrestrial TV channels is being offered in Jakarta literature for Rp. 

appearing below logo. 199.000 per month (around NZ$25.00). An "Indovision package" 

consisting of the Thomson brand IRD + a year's programming is on 

offer at the equivalent of US$700. Hardware to receive the transmissions? From Sciteq (tel 61-8-9306-3738 and 

fax 61-8-9306-3737), ADL model ARS-1 single polarity feed (A$190 with discount) and Gardiner model 

"S-Band LNB, extended frequency" (50 degree K) at A$1I50 with discount. Commercial status of S-band 

service? Still unverified whether (despite testing now occurring) this package will actually be accepting 
subscribers this calendar year. 

Cantonese programming is a "hot item" and Hong Kong's TVB service is much coveted (via PAS-2 
PowerVu). But the cost of Scientific Atlanta IRDs is a major stumbling block to commercial sales. TVB is 
interested in having pay-TV viewers in Australia. New Zealand and Pacific but agrees the IRD cost has to come 
down and offer viewers more than a single channel of service before the project can be viable. Several are 
working on this one. 

BBC programming in free to air NTSC state (PAS-2. California bouquet) is moving. The service is being 
dual fed in California bouquet as well as at new 3743.5/1406.5 (Msym 21.800. FEC 3.4 - programme channel 3) 
from October | (other users of this new bouquet are not known). California bouquet BBC service will shut down 
permanently at end of October. This new vertical side frequency is MCPC but 1/2 transponder only with China's 
CCTV MCPC service in the second half. BBC service has been object of mysterious, not fully understood. 
"interference" in locations such as Hong Kong and Singapore for more than six months within California 
bouquet. Move is not thought to be related to that situation, however. 

Optus Aurora platform (Optus B3,. 12.407V and 12.595V) has expanded with room for 23 television and 17 
radio channels. Most of the programme channels (including many radio) are either encrypted or simply not 
functioning. Access to Aurora requires UEC 642 IRD, smart card (A$50 - $A80). Available to view include 
Horizon Learning Channel. TVSN, ABC West Australia) GWN (West Australia), and Westlink (WA 
government TAFE programming): only TVSN can be received without the card. Open radio channels include JJJ 
and PNN (ABC News Radio). The exact TV and programme line-up seems to be in a state of flux. Five ABC 
regional services are scheduled by December. SBS for eastern Australia is scheduled before December. 

Additional digital platforms to add to table appearing on page 11 here. Thailand's UBC has installation fee 
of US$200. monthly fee of US$23 for 28 channels. Spain's CABO has installation of US$190 and monthly of 
US$42 for 12 channels. 

New Zealand (and now Australia) Internet provider IHUG is behind schedule but promising "200 Beta 
test terminals scattered throughout New Zealand" for test of direct service through PAS-2. Ku. The terminals are 
Just under Im in size (95cm at average width) and installers who will be handling the new satellite service 
recentl, went through a two day training session at IHUG in Auckland. Details and contacts to perform 
installations through Ron Theaker at 64-9-358-5067, extension 715. 

BSkyB has another reason for insisting that viewers of the new digital service remain connected to the 
telephone line modem: EU subsidy. Somehow the EU has agreed to pay a portion of the cost of the BSkyB 


Boxscore - Growth of USA Satellite Delivered Pay TV Platforms 


ne a Rs 
Subscribers - September 8 3.99 million 1.56 million 
| 643.000 488,000 210.149 
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LOSING MONEY - the TVSN Way 
TV Shopping Network Limited faces bankruptcy as previously reported in CTD. The pioneering 


shopping channel was, prior to June, distributed to cable, SMATV and private home DTH 
through satellite links from PanAmSat, AsiaSat and Optus. The Australian based company, 
modelled after several USA home shopping services, is now being administered by Australia's 
Ferrier Hodgson, a chartered accounting firm. The same firm has been assigned the task of 
liquidating ex-pay-TV firm Galaxy/Australis as well. 

As of July 2, TVSN had an estimated deficiency of A$33,233,000 and A$219,000 available 
for distribution to creditors. TVSN has subsequently ceased distributing its home shopping | 
service via PanAmSat and continues in business under the hands of the administrators in | 

Australia only. Some New Zealand broadcasters, cable systems continue to carry the service 

but as they are unlikely to be paid for this service, the rationale favouring continued carriage is 

difficult to understand. TVSN typically paid a commission fee of 5% to broadcasters and cable 
systems carrying them. Sales to consumers were logged by postal codes or postal mailing 
addresses, "batched" at the end of each month and a commission cheque sent to the 
"affiliates." 

Of interest, then, might be what firms are owed money by TVSN (based upon detailed 
statements compiled by Ferrier Hodgson). Largest creditors: (1) PanAmSat Corporation (for 
satellite transponder space) - A$983,177.90; (2) Asia Satellite Telecommunications, Inc. (also 
for satellite transponder space) - A$608,183.00; (3) Singapore Television Twelve Pte Itd 
(apparently for direct air time purchased, not against commissions for products sold?) - 
A$103,846.00; (4) Wharf Cable TV Network / Hong Kong (commissions plus cable spectrum 
space) - A$146,541.66. As big as those numbers may be, there are "estimated contingent 
liabilities" that are much larger. AsiaSat, for example, is A$9,566,498 (for the balance of the 
contracted transponder space since TVSN shutdown prior to the end of the contract period), 

and PanAmSat at A$1,848,387. 

Liquidation. F-H estimates the existing inventory of unsold merchandise would raise, at auction, 
"15 cents on the dollar for jewellery stock, up to 35 cents on the dollar for hardgoods." 
New Zealand's unpaid distributors of TVSN programming were owed, as of July 2, the 

following: Cry Television (Christchurch) - $00.00; Family Television Network (Warkworth) 
-$1,050.51; Far North Cable TV (Doubtless Bay) - $62.59; Hawkes Bay Television Ltd - 
$33.79: Mainland TV (Nelson) - $21.19; Saturn Communications (Wellington) - $271.02; 
Southland Regional Television (Invercargill) - $22.73; Taupo Cablevision Inc. Ltd. - $00.00; 
Telsat Communications Ltd. (Palmerston North) - $19.10 and the whopper TV4 Network 
(Auckland) - $56,441.00 and a contingent liability of $498,060. 

There are 462 creditors totalling A$15,004,325 in past due liabilities (an average of $32,477 
each) plus contingent liabilities. Some additional "names" you might recognise: TNT Domestic 
and International - A$291,648, Telstra Corporation Sydney - A$110,734.79, and Skandia 
Electronics Pty Ltd - $2,786.80. 


Dg 


subsidy (difference between claimed IRD cost of Sterling 400 and consumer price of Sterling 150) provided 
certain conditions are met with each installation. Condition number one - that the IRDs be connected to a 
telephone line through IRD modem. One problem - EU is now dragging its feet on the subsidy agreement and 
BSkyB is facing at least covering the subsidy costs for an interim period itself. When News Corp was 
negotiating the EU subsidy through British Interactive Broadcasting (which involves Sky, Midland Bank and 
Panasonic), it had to also agree to provide smart cards free of cost to viewers who do not subscribe to any 
BSkyB service package and only use their IRDs to watch free to air terrestrial services relayed via satellite. The 
"subsidy game" also extends to new widescreen digitally equipped consumer TV sets. Pace and Korean 
manufacturer LG Electronics are likely to be first into the marketplace with digital IRD equipped 28"/711mm 
receiver which will carry a Sterling 900 price tag; after subsidy is applied. European reports cite European 
Commission "investigation" of BSkyB alleged "discrimination against segment of cable TV community." EC is 
said to be probing contracts between BSkyB and Cable & Wireless, Telewest Communications and NTL to 
determine whether BSkyB offered inferior service levels to cable firms that refuse to purchase full Sky Box 
Office pay per view service package. 

BSkyB satellite receiver has a number of features which make it unique. Most obvious, twin smart card slots 
on the front panel. Only one, however, is for the satellite authorisation card; second is for standard (Mondex) 
credit or debit card. Concept here is if you are watching satellite TV, want to order something you see, the box's 
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telephone line modem will connect you to the order centre, the order centre will interrogate your credit/debit 
card in slot number two, and the transaction will be over in a flash of electrons. BSkyB is supplying customers 
with new (Channel Master brand) 52 x 39cm mesh dish (approximately 50% smaller than existing UK dishes). 
The IRD has a single L-band input connector (950-2150 MHz), 22 kHz and DiSEqC switching for LNBs, 
telephone modem, RS232 serial data port and IEEE1394 expansion socket. And, twin SCART sockets and 
uniquely two UHF modulator output sockets allowing the user to feed a primary TV and a secondary TV without 
need for an external signal splitter. 

Be aware. Firm with mail and telephone addresses in Nassau, (the) Bahamas is offering what seems like an 
incredible deal on "brand new, never used, Irdeto based conditional access digital MPEG-2 IRDs equipped with 
modems." Pricing varies from US$200 (for minimum order of 200 units) down to US$150 in lots of 1.000: 
approximately 50% below what similar products are selling for in the Pacific. However, there are catches 
(setting aside the "safety" of dealing with a firm located in the Bahamas). The fine print alerts you to the 
dangers here. For example: A megasymbol rate of 20 to 42.5 Mbps; a "two-position" FEC of 1/2 and 2/3. The 
video specifications read "NTSC only" all of the way through while the power supply is a dead give away: "90 - 
130 VAC (47-63 hertz)." The data sheet seems to have been edited; there is no mention of a built-in modulator 
which we suspect has been omitted because it was clearly an NTSC format device. Someplace in the world, these 
units might be a good buy; but not for use in the Pacific nor most of Asia. Want to know more (you have been 
warned)? Paul Bolliod at tel 001-41 1-267-9393 Or fax 001-41 1-261-0465. 

Nokia's latest Mediamaster - the model 2000 S Free to Air version created (they say) for the Pacific and Asia 
is now in the shipping lanes. The data sheet is confusing, pumping up a unit that is obviously intended for a wide 
range of PAL or NTSC SCPC and MCPC MPEG-2 DVB Compliant transmissions. Buried on page two - 
"Conditional Access Interface: Irdeto PCMCIA, Smart Card" when in fact the Nokia factory tells CTD, "There 
are no versions of this currently available which include Irdeto PCMCIA capability." Nokia claims it will 
handle any NTSC format signal that is DVB Compliant - makes no specific claim for compatibility with 
PowerVu transmissions (which are in fact not DVB Compliant, contrary to Scientific Atlanta claims). A test unit 
is scheduled for review in our SatFACTS Monthly, November issue. 

Panasonic versus UEC. Although Optus (the satellite company) continues to approve only the UEC 642 IRD 
for use in their Aurora project, Aurora smart cards are being sold independent of purchase of the UEC IRD 
(A$50 - A$80). Sister publication SatFACTS technical overview of UEC (March 1998 and after) and Panasonic 
(August 1998) basically reported both receivers have technical flaws that should be corrected before there is 
mass distribution of either. UEC has made some minor changes, Panasonic has made changes in software. Both 
are revisited in SatFACTS for October 15th with updated reviews. Bottom line: Neither is yet suitable for mass 
distribution. 

Echostar, US DBS supplier, is opening third customer service centre and will have 1,800 employees handling 
customer service calls; approximately 1 customer service rep for each 1,000 customers. 

Background on slowly unravelling Indovision situation. 12 months go, Indovision issued statement in 
Papua New Guinea press that it would "grant amnesty" to anyone who had "illegally obtained an Indovision 
system" within Indonesia and transported it "to PNG for use there.” Indovision was anxious to cut-off the export 
of the terminals beyond the home country, faced with complaints from programme sources carried within 
Indovision bouquet that Indovision had only contracted for specified world regions for programme rights; and, 
PNG was not one of these. PNG service for Indovision is possible, but only for a handful of channels and only 
through an authorised exclusive agent. One method PNGers had used to obtain systems was to go to 
still-disputed Irian Jaya district of Indonesia (western end of PNG) to establish "address" for IRD. New PNG 
agent for Indovision has taken over management of IRDs previously purchased through subterfuge addresses and 
has clamped down on verification procedures relating to approving each Indovision customer for the service. 

Satellite fact and fantasy. European satellite group at Paris conference came to several prognostications 
worthy of further study. (1) Annual satellite operator revenue will grow sevenfold over next ten years to nearly 
US$40B; (2) Fastest growing satellite service area will be southern Asia with 400% growth predicted, followed 
by Latin America (230%) - Asia-Pacific roiled together are forecast to grow by 70%; (3) Within 3 to 5 years, 
they predict 45cm size DTH dishes will be installed at more than 100 million locations; (4) Within 3 years, the 
expect integrated TV sets to be commonly available offering "Satellite and HDTV ready" circuits that only 
require the user to connect an antenna. As for the present, "every firm operating in DTH is in the red, none are 


yet profitable. All are spending more on marketing and advertising than they expected, and the policy of 


subsidising the receiving hardware is a cancer that will retard DTH profitability for a decade into the future." 
High cost of piracy. Although neither DirecTV (US DBS operator) nor NDS (Murdoch controlled conditional 
access encryption technology firm) will admit the DirecTV encryption system has been or can be "broken," 15 
co-defendants in North America are facing US$31 million in fines for doing so. Group includes Canadians who 
apparently were technology experts responsible for busting the NDS encryption system and sellers of the 
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Sky NZ's “Dear Shareholder" Interim Report 


Qvar the signature of CEO Nate Smith, Sky's pubic stockholders have received an interim 
financial report covering the period January 1 - June 30 (1998). The news is primarily good; 
34,000 new subscribers (against 29,700 in the same period 1997), a 13.4% revenue increase, 
a 44% increase in on-air advertising revenue. Cash flow (defined as "net surplus/deficit before 
income tax, interest expense, depreciation/amortisation and before taking into as 
unrealised foreign exchange gains or losses") was down 10.9% because, Sky reported, "the 
weakness of the NZ dollar against the US dollar." Sky's programme purchases are primarily in 

US dollars and it spent NZ$2.7 million more in the first six months of 1998 than in the | 
comparable period of 1997. However, Sky's programme costs are also directly related to the 
number of subscribers (more subscribers equals greater gross cost for programming on a per 

subscriber computation). Sky's subscriber growth was 10.41% for the period, almost precisely 
the 10.9% cash flow "loss" it reports for the period. This suggests that not all of the reduction 
in cash flow is directly related to the fall in NZ dollar value. Sky's net income for the 6 month 
period is reported as "$6.5 million, (compared to) $2.3 million for the same period of 1997." 
Costs? Sky reports $20,100,000 was invested in decoders and installations which comes to 
$591.18 per subscriber. This includes both terrestrial and satellite subscribers and it is not 
possible from the report to determine how much individual installations (satellite or terrestrial as 
two separate cost categories) actually cost the firm. 

Another interesting number reported: "Transmission Services" (the multi-year commitment by 
Sky to lease terrestrial linking and transmitters plus the cost of satellite transponder space) 
jumped from NZ$69,680,000 in 1997 to NZ$132,706,000 in 1998. The reason? Sky's now 
functional agreement to lease transponder space on Optus B11 for delivery of its new digital 
programming package. On a 5 year lease, that works out to NZ$1,050,000 per month; on a ten 
year lease, $525,217 per month. If Sky reaches a goal of having 20% of its subscribers using 
the satellite service by the end of 1999 (65,346 satellite subscribers), this works out to $16.07 
per subscriber per month at transponder cost of $1,050,000 or $8.03 at a transponder cost of 
$525,217 per month. 


Bottom line? Sky needs lots of digital subscribers, fast. 
ee | 


so-called DirecTV "piracy cards" throughout USA. Leader of group, Norman Dick of Victoria, British 
Columbia, was hit the hardest: US$14.76 million. 

Individual case of piracy. DirecTV has won US$124,000 judgement against New York City region sports bar 
which has been utilising a home DirecTV subscription for its commercial site. DirecTV, like Sky NZ, Austar and 
Foxtel, have higher payment schedules for commercial establishments. The judgement followed several cease 
and desist warnings which the club ignored. 

Numbers: US Ku-band DBS is now at 9.68 million home level, up 28% from year prior. Original C-band 
DTH systems are estimated at 2 million, no growth in past year. 

Scientific Atlanta earnings. For quarter ending June 26, US$32.3 million which is up from $19.6 million year 
prior. Profits are largely based upon sale of subsidiary firms; equipment sales for quarter were down 6.2% and 
firm reports international sales off by 39% which it attributes to Asian currency crisis. 

Taliban, Afgani rebel army that is on way to becoming defacto government there, has adopted ruling that 
outlaws satellite dishes. VCRs and television sets. Residents living in areas controlled by Taliban were given 15 
days to eliminate these items from their homes or businesses because "they contribute to influences which are 
contrary to Islam." 

BSkyB's purchase of Manchester United soccer club for US$960 million represented 51% premium over 
club's closing stock price just prior to offer. Club had been negotiating with Carlton Communications in 
addition to BSkyB: deal raises new concerns of London market analysts because of "huge debt component that 
may have negative impact on BSkyB." Purchase price is said to be divided equally between cash and stock in 
BSkyB, latter coming from Rupert Murdoch portfolio. 


Digital TV & Radio 

Battle for supremacy in delivery of digital TV in UK. BSkyB "official launch" October | versus the 
terrestrial digital service (ONdigital) launching on November |. BSkyB offering more than 100 initial channels, 
promises up to 200 of which some sizeable quantity will be NVOD (movies or sport on demand through pay per 
view), ONdigital offering up to 15 programme channels the majority of which will duplicate existing analogue 
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DVD Pacific Update 
Video Ezy in Australia is promising distribution of DVD format movies "from November” but 


implementation will depend upon individual store owner discretion. DVD's launch in Australia is 
now combining the efforts of several distributors, chain groups and hardware suppliers with 
recent displays showing an Encore PC-DVD at A$599, Yamaha the DVD $700 (A$1,699), and 
RCA Thomson their DTH1000AU at A$1,299 (all RRP). Regional distributor Roadshow is 
continuing to pioneer marketing as well as DVD release polices in Australia; consumers are 
complaining rental DVD titles are preceding sell through discs by 90 days to encourage rental 
before purchase. Warner Brothers says it will do "date and date release" of DVD movies with 
VHS rental movies. Warner Brothers has adopted an internal policy to "flood those markets 
where region free players are being sold with product to drive the interest in region free players 
out of the marketplace." Warner Brothers is also readying a US$10 price class of older and 
classic films for DVD and is working with player manufacturers Panasonic, Thomson and 
Toshiba to bring to market new low cost players that will retail for under US$300. A late 
September survey found 41 DVD rental locations across Australia with rental prices varying 
between AS$3 to A$6 per night. Rental prices for Monday - Thursday are typically lower than on 
weekends. Columbia Tristar has released approximately 10 Region 4 titles (manufactured in 
Europe but coded only in Region 4, not Region 2 and 4). CTHV plans release of Lawrence of 
Arabia, My Best Friend's Wedding, Das Boot - The Director's Cut and Anaconda. Warner 
Brothers is entering the market with 20 titles on October 2 at recommended retail pricing of 
A$29.95. They promise 8-10 new titles each month. Internet sites specialising in discussion of 
DVD issues suggest the "average" cost of ordering Region 1 (USA) discs in Australian dollars is 
$38 including shipping and air parcel post costs. Most Regional 4 discs sell for less than this 
figure, but enthusiasts continue to lament the late release dates for Region 4 discs (i.e., they 
can obtain the same movies months earlier from North America or increasingly, Europe). Other 
Region 4 complaints include poor video quality (Roadshow in particular), a lack of "extra" 
content (such as uncut versions of films, reduced capacity sound) and poor packaging. The 
number of titles available in Region 1 has now surpassed 2,000 while the number available in 
Region 4 is only approaching 100. Parallel importing regulations, scheduled to change January 
1 in Australia, are focusing now on the "wide open" parallel importing activity in New Zealand. 
Discs imported into New Zealand are seen as a trans-shipment business back into Australia to 
avoid possible restrictions in Australia. Debates continue about the business ethics of parallel 
importing and whether Australian DVD growth should be restricted by regulations that protect 
"local industry" or allowed to run wide open as a segment of a larger world marketplace. 
In the meantime, hot new films released in the USA continue to be sourced there by the 
majority of present-day DVD owners. Steven Spielberg's "The Mask of Zorro" will be released 


on DVD - a Spielberg first for DVD - December 1. 


Dn i ct tele ne  O 
free to air offerings. If pricing is the only concern, BSkyB should win the race. If selection of programming 
becomes an important item, BSkyB will also win there. Entry level pricing for both is in same range - Sterling 
200. 

Ireland has adopted new rules designed to ensure that "rural folks have equal access to digital television and 
data services" as their city cousins. New rules require all television sets 16.5" or larger in size, whether rented or 
sold, have the technical capacity to receive digital TV transmissions. Further, all set-top boxes are to have the 
ability to decode all program channels from all suppliers. One problem - rules go into effect before there are 
digital TV sets or set-top boxes available for sale. 

US terrestrial digital TV has official launch November | with approximately 35 stations scattered through 16 
markets planning to debut service. Standards problems will be a big item - CBS and NBC have opted for 
interlaced scanning while balance of industry believes progressive scanning (same as used by computers) is way 
to go. History does repeat - when US ABC network began colour casting in 1961, the first programme it 
broadcast in that format was Walt Disney's Wonderful World of Colour. First HDTV broadcast - you guessed it. 

HDTV delivered via DirecTV satellite platform will launch in November with retailer-directed demonstration 
channel. to be augmented by consumer entertainment services during first quarter of 1999. Advantage of satellite 
delivery is instant national delivery to all of USA; Thomson - RCA HDTV set-top converter boxes will sell for 
under US$800 and feed digital HDTV services directly into HDTV TV sets. HBO HDTV (movie) service 
scheduled for launch before middle of 1999 as well. 
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DIVX - Expanded US Marketing Draws Thumbs Down Reviews | 


The unique, proprietary, rental digital video disc scheme created by a consortium of movie 
rights owners and US chain store operator Circuit City elevated from a test market phase to a 
wider USA national posture in September. This report filed on Internet may well be biased by 
the writer's preconceptions of DIVX (the format is universally unpopular with DVD enthusiasts 
who see it as "Whoreing") but none the less it does reflect the sentiment of a segment of the 

DVD marketplace. 

"/ live in Los Angeles and saw a great deal of newspaper advertising over the weekend of 
September 18 for Circuit City and Good Guys promoting the new availability of DIVX. | went to 
_a Circuit City store and here is what | found. 

"Out in front, a 5 foot blue sign by the front door announcing, 'DIVX - The best way to watch 
movies at home.' | went to the video department and saw a Zenith DIVX player for sale at (US) 
$450. The player has minimum features such as play, stop, FF and rewind but it does not have 
a built-in Dolby digital decoder. The player was showing "Blade Runner” on a Panasonic 35". 
Standard DVD players from RCA, Proscan and Panasonic were on display next to the Zenith. | 
knew Blade Runner is not available on DIVX and when the salesman approached | asked, "Is this 
DIVX?" He assured me it was. | opened the tray and sure enough - standard DVD. The guy was 

embarrassed and then tried to explain they did not have a telephone line hooked up (DIVX 
involves individual telephone line authorisation for each play period and the disc is ‘rented’ for 

specific play periods only) and were not certain the store would not be charged every time they 
used the disc in demo. ‘Trust me, it will work with DVD and DIVX as well!’ he told me. | was 
told the DIVX disc rents for $4.50 for the first 48 hours, $3.25 for every additional 48 hour 
period. Remember the DIVX discs have to be authorised through a telephone line modem 
connection for each active play period. Some, but not all, DIVX discs can be converted to what 
they call DIVX Silver by paying an extra $15 to $20. That means you can then play the disc for 

as long as you like but only on the machine at your home. You cannot take the disc to a 

friend's place and another player because the authorisation is only for the first machine. 

" After this demonstration, | believe more firmly than before that DIVX is flawed in concept. 
"1) Who would pay $450 to buy a Zenith player if the store can't even show you how DIVX 
works? Yes, Zenith can play ‘open' DVD as well, but the player is a crude first-generation 
model with poor video quality and awkward controls. | transferred the Blade Runner disc to a 
less expensive Panasonic A110 player and the improvement in quality was dramatic. 

"2) The pricing for DIVX is too high. | can go down to the local Blockbuster Video outlet and 
pay (US) $2.99 for a DVD and keep it for 5 nights. Hollywood Video outlets nearby rent DVD 
discs for $2.99 for two nights. 

"3) You don't return DIVX discs after rental but $4.50 is too much extra to pay for that 
inconvenience. My DirecTV (satellite) price for a movie into the home is $2.99 and | don't even 
need to leave the house. They offered ‘Rising Sun’ for $4.50 rental, and | can get the same film 
on VHS tape for 99 cents. 

"4) DIVX claims to have the same quality as DVD. In truth, all DIVX titles are pan and scan 
(English only, no additional language subtitles available). 

"5) To purchase @ DIVX disc, conversion from rental to DIVX Silver, involves a telephone 
conversation and then the converted disc only functions with a particular account (player). With 
an open DVD disc, | can take it to my in-laws for a family view. With DIVX, I'd have to 
transport the player and the disc or pay an additional fee. 

"6) DIVX has no plans for DTS audio which reduces its value for big screen home theatre 
systems. 

"7) Their approach to business is shoddy. In advertising, they claim, 'DIVX is a DVD feature.’ 
DIVX never has been and never will be a part of DVD specifications. As a matter of fact, DIVX 
discs are not compatible with any other DVD players." 

The DIVX "national" launch was with 150 titles available and a claimed 2.8 million discs in the 
retail pipeline. System backer Circuit City is facing self-imposed deadline to locate outside 
financing for the project; its inability to do so as promised is having a depressing effect on the 
firm's stock market value. One option - spin DIVX out of Circuit City ownership and establish as 
stand alone company with own stockholders (as some unhappy stockholders are suggesting). 
Thomson DIVX players are due in October, Panasonic in November. 
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Looking ahead. Survey of US telecasters projects 92% of their revenue will still be coming from analogue 
television broadcasting three years after they begin digital broadcasting; 4% from digital, 2% from digital 
multicasting and 2% from data casting. 

Mitsubishi, to support in-store demonstration of HDTV (digital) television, is distributing dealer "box" that 
stores one hour of HDTV programming. Box is priced at US$4,000, built for Mitsubishi by Sencore. Stores 
swap out hour on pre-recorded materials and unit outputs on UHF TV channel for direst display on 1,920 x 
1,080, pixel HDTV receivers. Another option open to dealers demonstrating HDTV - Unity Motion 1080i 
(1080 line, interlaced) satellite fed service which has been showing back to back repeats of current theatre 
playing Mask of Zorro movie. First two US consumers to purchase HDTV TV sets have been recorded in 
history; one in San Diego, another in Denver. 

BBC has teamed with five car radio manufacturers to promote introduction of DAB (digital audio 
broadcasting) in UK. Blaupunpt, Clarion, Grundig, Kenwood and Pioneer are offering Sterling 499 priced DAB 
car radio systems. Distribution is through Dixons chain and independent retailers. UK DAB service operates. 
uniquely, in high band VHF region near 200 MHz. 

HDTV satellite provider Unity Motion has established web site (www.unitymotion.com) to describe its 
plans to distribute HDTV programming to consumers via small dish systems, planned launch of | or 2 channel 
HDTV demonstration package September 26. using Telstar-5 satellite at 97W. HBO (movies) plans HDTV 
service starting in March 1999. Unity says it will spend US$250 million to acquire exclusive movie rights. Initial 
set-top box is from Samsung at US$2,495 (including satellite dish and attachments). Initial offerings include 
scheduled (HDTV) coverage of John Glenn's launch aboard Shuttle October 29. 

On-channel DTB repeaters. Tests completed in West Virginia indicate it is technically possible to receive 
and then rebroadcast (terrestrial) digital TV service signal on same VHF or UHF channel (UHF was used in 
USA for test) without interference between two. Shadow areas, behind terrain or buildings, is a significant 
challenge with digital TV broadcasting. Analogue services are viewable if not perfect in "fringe" areas: digital 
service is like computer origins "0 or |" - it either works - perfectly - or it does not work at all. Off air reception 
tests in USA and UK have indicated up to 40% of existing analogue service areas may be denied access to 
digital signals because of shielding problems. This simply means DTH coverage, once believed to be cure-all for 
weak reception regions, is quite the opposite. On channel repeater tested used off-air receiving antenna, 
frequency down converter, filter, upconverter feeding separate on-channel transmitter delivering service to 
retransmission antenna. Worries about "feedback" (output signal leaking back into input) were apparently 
resolved utilising (Philips created) anti-ghosting circuit which ignores presence of one signal in presence of 
another. If the test is repeatable, stations will be able to fill in their own coverage areas with out utilising new 
spectrum space (they are already - in theory - utilising their portion of spectrum throughout their coverage 
region) but the costs are uncertain. Test installation cost US$100,000, suitable perhaps for larger metropolitan 
areas but not economic for smaller communities. 


Consumer Electronics 
Korea's cash strapped consumer electronics industry, given 24 months by International Monetary Fund and 

World Bank to straighten out affairs, is responding. Hyundai Electronics is merging with LG Semicon and result 
will be second largest semiconductor business in world (Samsung is first). 

Smaller is smaller. Texas Instruments has announced new technology allowing transistors to be created with 
chips as small as 0.07 microns. A micron is one millionth of a metre, or .0,000,254 of an inch . 0.07 microns is 

. well, the + just shown is larger than 1,000 such points. So with the ability to compress 1,000 separate 
transistors to a "spot" on a circuit board this size + suggests devices such as hearing aids and portable telephones 
becoming even smaller. Not to be outdone, Toshiba says it has developed system to create 0.1 micron 
transistors and their system does not require retooling of the present semiconductor fabrication processes. 

DVD firm Media Galleries has rushed to market a DVD disc containing the full four hour Grand Jury 
testimony of US President Bill Clinton. The suggested retail price is US$9.95 and the source is NetFlix.com. 
The disc contains the video testimony and all of the supporting documents which the Special Prosecutor made 
available to the Grand Jury. There is more - under a special offer plan - the total cost of the disc is US two cents 
($0.02) plus shipping expenses; details at the NetFlix web site noted. 

At opposite poles. Grateful Dead: Ticket to New Years (US$29.95) and John Denver: A Portrait (same price) 
are two new DVD discs being released in October by Monterey Home Video. 

DVD maturing. Disc replicators have revealed the failure rate of DVD discs is often as high as 50% of all 
discs which is slowing down the manufacturing process and raising costs beyond initial expectations. 

DVD's new entrants. Fox and Paramount, previously not releasing films in DVD format, have announced 
start dates. Fox will release 6 titles November 3, Paramount 5 titles on October 3rd. Much talked about Titanic is 
not in initial Fox releases. In fact, Paramount holds Titanic film and video distribution rights in USA but Fox 


-COOP'S TECHNOLOGY DIGEST / 9808 - p. 22- 
Next issue CTD is October 28th 


holds these rights elsewhere in world and film will be released on laser disc October 13th in both widescreen and 
pan and scan formats. 

Titanic on video tape. Utah video store operator (Sunrise Family Video, American Fork) is in trouble with 
Paramount Home Video for offering to edit out scenes in Titanic tape. Utah, Mormon district of states, is 
especially tough on what locals consider unnecessary displays of human anatomy or gratuitous violence. Shop 
operator will perform first edit for US$5, additional at $3 each. Most popular scenes to be edited to date: (1) 
[all] nude shots, (2) mother and baby frozen in ocean water, (3) man raising gun to head in suicide. Paramount 
says editing is illegal. Shop owner says he will not rent out 'R' rated films and once customer has purchased tape 
from him, they are within their rights to do with the tape what they please. In first week of release, Titanic 
recorded US$8.46 million in rental revenue (VHS tape) - not an all time record, but sell through tapes clearly did 
set a record at an estimated 15 million copies sold. 

British Trade Board decision will have significant impact on retailers of consumer electronics and their 
relationship with hardware sources. Board has ruled it is illegal to specify "recommended retail pricing" in 
products sold to dealers, that dealers must be able to establish their own selling prices without pressure from 
suppliers. Further, suppliers are banned from discriminating against discount retailers and it will henceforth be 
illegal for retailers to "induce" vendors to pressure rival dealers that elect to sell at discount. Bottom line - price 
fixing at any level is now illegal in UK, and each retail outlet is to be able to establish their profit margin and set 
prices as it sees fit. 

Europeans adopting DVD technology have become major buyers of Region | (North American) discs 
according to reports in British and German video magazines. Early player "tricks" to defeat regional coding in 
players has become more sophisticated, information is freely distributed in publications, on Internet and through 
DVD dealers anxious to sell players. Early techniques for neutralising player's regional code were not effective 
with Disney and Universal DVD discs. Discs from these two studios have more elegant software protocol that 
requires ‘handshake’ between disc and player before play can begin. Latest software/hardware modifications 
correct that problem and defeat Region 2 (Europe) limited play restrictions for players from Akai, Denon, 
Panasonic, Sony, Thomson, Toshiba, and Yamaha. DVD-ROM drives in PCs are region-neutered with software 
only. One of several popular web sites that describe step by step player modifications is based in Switzerland 
(www.twi.ch~i7eberha/eng/codefreeS0Seng.htm), showing not only Region beating but Macrovision anti-copy 
defeat techniques as well. Disney discs are typically encoded with Macrovision to ensure they are not copied. 
Macrovision works by distorting video signal synchronisation pulses which causes VCRs to reject video signal 
as unrecordable: Paramount Home Video has also signed with Macrovision. Chips to modify regional code 
system in wide range of players are available from English firm Techtronics (www.techtronics.com) at US$65 
each. DVD player dealers are purchasing the chips and installing them in players before initial product sale to 
promote use of Region | discs. Studios insist on regional coding of players and discs to support their decades 
old system of releasing films on a staggered basis world-wide. Before DVD became a consumer system, the 
movie firms insisted that they be in control of where films will be released and when. Hardware (player) 
manufacturers have used easily defeated technology to differentiate between player regions; Pioneer, for 
example, has a three pin connector which allows someone to bridge between two pins to defeat the regional 
coding of the player. CTD commented on this technology (CTD 98-05, p. 2) in noting that decades ago CB 
(Citizens Band) radios sold in the USA were limited to 5 watts of transmitter power by law but typically capable 
of 15 watts. Instruction manuals with CB sets in bold print advised users, "Do not cut this resistor wire or your 
transmitter power will increase to an illegal 15 watt level." Basically, that is what Pioneer and others have done 
in the DVD marketplace. UK law makes it illegal to sell DVD movies which contravene the 1984 Video 
Recordings Act but that only addresses video dealers engaging in wholesale importing of discs from North 
America for resale purposes. Individuals ordering discs through Internet or magazine advertisements from other 
EU sources or North America direct do not violate the law. The studios continue to believe the regional coding 
issue will go away, "as soon as there are sufficient DVD choices available in Europe." What enthusiast 
magazines are saying is quite different. "As Jong as the USA has movies released 30-60-90 days before we do in 
Europe, there will be a sizeable and growing segment of the DVD world that will order in the discs from North 
America. Having a larger choice is not the answer - having the same movies released here as in North America 
at the same time is the only thing that will change the present direction of commerce." Which would, of course, 
totally defeat the reason for regional coding. British Videogram Association (BVA) Director General Lavinia 
Carey recently advised, "The studios see what is happening to copy protection in Europe and frankly, no longer 
feel in control of their own destiny." Yas Sakuma, Pioneer's Senior Manager for optical disc planning adds, "The 
DVD Forum members as well as the MPAA are discussing the current situation and sooner or later will 
probably propose that (player) manufacturers employ more complicated product designs to reduce third party 
modifications. But frankly speaking, no matter how we develop new ideas to stop this procedure, the 
marketplace will respond by finding ways around our efforts,. There is no real way to stop this as long as the 
rewards (early access to new movie releases) remains in place." In the marketplace, Disney is not convinced 
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regional coding is working well enough to allow them to release movies on DVD simultaneous to release on 
VHS tape, although that policy may change for the Christmas selling season. 

China will not rollout DVD "at this time" and in fact has announced national programme to create alternate 
DVD standard which will be unique to China. There are many reasons. China is number one country in world 
capitalising on both audio and video piracy. Thousands of private firms freely copy "western" audio CDs and 
VHS tapes for redistribution primarily in Southeast Asia. That makes licensing of DVD technology to Chinese 
manufacturers very complex and risky, given the track record of Chinese firms. In reverse, "western" DVD 
product is not desirable inside of China and the government wants to control it as it now controls use of western 
satellite TV programming. By adopting their own, non-compatible DVD "standard" and encouraging China 
manufacturers to concentrate on the "home standard" with direct subsidies, Chinese authorities can control 
software importation more easily. China's new DVD standard is called "SVCD" and is based upon MPEG-2 and 
a variable bit rate of 2.6 Mbps. This will provide up to 50 minutes of capacity per SVCD disc side which means 
most feature length (Chinese produced or imported with government approval) movies will require two or three 
recorded sides for complete play. The Chinese intend to reduce the irritation involved with multiple discs per 
film by mandating three disc automatic changers into their SVCD players. SVCD format is backwards 
compatible to another unique-to-China format, VCD (VideoCD). VCD is based upon MPEG-1 technology, and 
an estimated 25 million players have been sold in China for this format against a home grown software selection 
greater than 15,000 titles. The VCD products sell for under US$100, a major consideration according to Chinese 
officials in the creation of SVCD. They anticipate the new SVCD format - players will be only slightly more 
costly (15%) than the existing VCD models. DVD format players are being assembled at some plants in China, 
but are ear marked only for export use. Extra message: Don't import Chinese "DVD" players with identification 
of VCD or SVCD - they won't work here! 

Pioneer, supplier of the pre-DVD Laserdisc format, has predicted their format has "/8-24 months of life lefi 
and then will die." Firm admits it is targeting DVD with full resources and does not believe laser disc can 
survive in face of DVD evolution. Pioneer stopped short of announcing it would cease production of laser disc 
players "with 24 months" but admitted this was high probability. 

Lawsuit reveals VHS tape costs. Suit brought by 20th Century Fox Entertainment against Oregon based 
Hollywood Entertainment sheds new light on VHS rental tape system in USA. Fox charges Hollywood with not 
properly reporting rental and sales income, and selling off rental copies of VHS (movie) tapes prior to the 
contracted sell-through dates. Documents filed with court show retailers pay minimum of US$65 per copy for a 
rental tape. However, retailers pay only US$8 at time of acquiring tape, pay balance at later date (after tape has 
produced revenue for store). Agreements require tapes to be held and rented-only for period of time: if tapes are 
sold-through before contracted date, retailer must pay total of $80 for tape rather than $65. Hollywood is 
accused of under reporting tape rental income ($65 is minimum amount - stores get $8 up front fee by agreeing 
to share revenue from tape rental with movie rights owner against $65 minimum payment) Fox unhappiness with 
Hollywood goes back more than one year when retail firm hired away then Fox President Jeffrey Yapp. Fox sued 
Hollywood at the time for allegedly causing Yapp to violate his employment contract. 

Another strange lawsuit. Former (female) employee of Warner Home Video, dismissed last February, is 
suing company claiming she was forced to operate an "illegal betting pool" invoicing WHV executives. Under 
California law, betting pools are illegal and company top management, the suit claims, routinely participated in a 
corporate managed American grid iron betting pool. The employee says she repeatedly objected to the 
assignment, was fired because of her objections. 

DVD sales of players: 792,000 decks through end of August in USA, 402,132 of which have been sold in first 
7 months of 1998 (81.000 were sold during August). Software (disc) sales has now topped 7 million, or 
approximately 9 per player but both player and disc numbers are "corrupted" by the number of each still in retail 
pipeline and not actually in consumer hands. 

Sony has introduced model DVP-C600D 5 disc DVD carousel at US$799. Player will do digital video and 
conventional (audio) CDs and is equipped with component video output for S-VHS sockets on receivers. 

Online DVD sales have mushroomed and video disc sales through this medium appear to be headed for new 
records in Internet activity. DVD discs lend themselves to Online selling - more than 2,000 titles are now 
available in North America, the product is efficient to inventory and quick to ship using overnight courier and 
one day mail delivery systems. Customers can combine purchases to save on shipping costs, and packages go 
internationally with a minimum of fuss because packets are small, inexpensive to ship, and usually not subject to 
custom or duty delays at the receiving end. DVD Express, which did US$1 million in business in 1997, expects 
US$16m this year with unlimited growth possible. Firm claims 25,000 site visitors per day, typical customer 
purchases 3.5 discs, orders placed by 6PM (California time) are delivered next day using overnight shopping 
techniques. Site also offers promotions and early release of new discs, claims 90% of all discs on offer are priced 
under US$20. Competitor BigStar Entertainment is expanding to offer PAL and SECAM format discs, already 
offers VHS and Laserdisc (www.bigstardvd.com). 
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Red semiconductor laser which will make it possible for DVD discs to record as well as playback in 
consumer environment are being shipped in initial 5,000 per month production quantities by Sharp. Major hurdle 
now solved - operation at high ambient temperatures (50C is spec). 

Two layer rewriteable disc has been announced by Matsushita. Disc will hold 8.5-GB capacity in present 
form, means twice as much material can be stored as with present 5" discs. DVD discs consist of two substrates. 
each 0.6 micron thick, bonded together and new technique makes first layer of information "semitransparent" so 
disc laser can read top layer on first go around, second layer on next for composite length of two discs in one. 

Apple Computer appears to have struck responsive cord with introduction of iMAC PC creating backorder 
status and premium prices in retail market for "instant delivery." System features translucent case, simplified 
Internet access. G3 microprocessor and pricing near US$1250. Companion product, PowerBook G3, is also in 
backorder status by Apple forecasts catching up with order status this month. IMAC models were forecast to ship 
250,000 units by September 30, another 450,000 in last quarter of this calendar year. 

PC that you "wear." IBM Japan has developed 10 ounce personal PC size of Walkman, equipped with 
Windows 98, 233 MHz MMxX Pentium Processor, 340 Mbyte hard drive, 64 Mbyte RAM and universal disc 
serial bus. User wears headset with built-in 310 x 240 pixel active matrix LCD display which at |" distance from 
eye(s) produces image equivalent to 26" display positioned 7" from eyes. Who would want such a device? 
Warehouse workers performing inventory, service organisations including aircraft and automotive to allow 
up-front hands free viewing of detailed service manuals. Price? Approximately same as notebook PC models. 

JVC will introduce "under US$1,000 digital camcorder" to consumer marketplace before end of year. 
Viewfinder model will be US$899, 2.5" LCD display model US$999 and 3" LCD at US$1,099. Prior JVC 
digital models start at US$1,299 and go upwards. Competitor Sony has $1,499 model. To date, digital 
camcorder have not been high profile nor prolific sellers; an estimated 31,100 units sold world-wide from 
introduction in 1996. 

Digital video recorders with 7 hour recording capacity - US$500. Three firms are rushing into marketplace 
with hard drive digital recorders equipped with TV tuner front ends. Concept is this: Consumers can select 
(using EPG or manual instructions) programming to be recorded and machine does the rest, turning incoming 
terrestrial, satellite or cable channel into digital data stream which is recorded on hard drive. Replay Networks 
(Palo Alto, California) , TeleWorld (Sunnyvale, California) and Duck Corporation (New York City) all have 
products with varying levels of consumer friendliness now entering market. Replay and TeleWorld have 
intelligent-agent function that allows user to enter parameters such as star names (example: William Holden) and 
recorder will then search EPG and finding a programme with the entered names will automatically set itself to 
record the programme. Re-play recorder is scheduled to be available in two models during first quarter of 1999: 
US$500 model with 7 hours of storage time and "home theatre version" at US$999. Additional models with up 
to 40 hours of hard drive recording time are scheduled and a 30 hour model will price near US$2,000 today but 
with the cost of hard drive memory dropping weekly, they expect much longer record times (30-40 hours) at 
much lower prices by the end of the first quarter 1999. There is one other very interesting feature - continuous 
streaming of video. Once the recording process has begun, user can start replay simultaneous to recording going 
on. For example, coming in late to an 8PM start time on a programme allows the user to start viewing from the 
beginning while the event is still being recorded in real time "further down the hard drive." In theory, by fast 
forwarding through commercials, a one hour programme starting at 8PM can be started at 8.20PM and less 
commercials the viewer ends up at the end at the same time the programme itself finishes. Will viewing habits 
change with hard drive recording available at consumer friendly prices? No question. 

Patent has been granted to Harlan Brothers of Branford, Connecticut using GPS (global positioning 
satellites) as verifier on location of material shot on camcorder. Possible uses include legal cases, news footage 
where authenticity of location is in doubt, survey and at-sea footage. GPS location is recorded on video tape (or 
on disc in future) as "hidden track" and is not visible without companion decoder that reads data to screen. 

Sanyo is shipping new wide angle LCD pickup devices capable of operating with horizontal (left to right) 
and vertical (up and down) fields of view of 160 degrees. Standard LCD can see only 80 degrees horizontally 
and 30 vertically. Devices will be used in security cameras, eventually digital camcorders. 

Sony's new NightVision camcorders have a bonus. If NightVision is turned on (a push button feature) in 
bright sunlight, camera can actually see through clothing and will record "anatomical features" of a human being. 
The system was designed to allow recording in total darkness and functions by removing an infrared filter from 
the lens and projecting a infrared beam on the subject which creates a monochrome green tinted image. By 
taking the IR filter off the camera in bright sunlight, Sony cameras can peak through clothing and see the human 
body beneath as camcorder records what the camera sees. Sony is "fixing" the problem. 

Hot flash earphones. Pioneer has introduced translucent Cosmic Ray headphones for private listening which 
add new dimension to listening; headset "flashes" in tempo to volume and pitch of music being played (US$39 
suggested retail). 
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Mitsubishi's decision to eliminate direct-view analogue television receivers from its product line-up (CTD 
98-02. p. 18) has left a vacuum amongst retailers who depended upon the product line for their mid and large 
screen direct view TV products. Sony is the primary beneficiary in the 35-36" screen size. picking up new 
accounts that were previously Mitsubishi. In 40" direct view TV size (not available in New Zealand). 
Mitsubishi's departure has left a hole unfilled by others as no other supplier had been able to provide a direct 
view receiver in this size range which was profitable for dealers to handle. Mitsubishi continues in the large 
screen projection TV receiver field and will be shipping digital TV receivers soon. 

Zenith will close all manufacturing plants in USA and Mexico before end of this calendar vear. in 
reorganisation plan filed with US government. Company. which pioneered broadcast radio sets and consumer 
television sets, plans to stop all manufacturing by March 1999 and to sell off all manufacturing facilities betore 
end of 1999. Reorganisation will be complete as Zenith re-emerges as a sales and marketing firm solely for 
stockholder LG Electronics (Korea). Zenith is also defending new lawsuit filed in Los Angeles by consumer 
electronics manufacturer Funai which claims Zenith misrepresented its patents on TV tuners when extracting 
agreement for $1 royalty for each product produced with a channel tuner built-in. Zenith's post-bankruptcy 
recovery is significantly based upon anticipated royalties from licensing agreements, especially in the TV tuner 
area. Funai signed tuner patent license agreement in 1992, now claims patents were obtained without proper and 
full disclosure to US Patent Office and should be ruled invalid. Zenith developed tuner in 1980s capable of 
tuning VHF. UHF and cable TV channels and has licensed several dozen TV set and VCR makers to utilise their 
technology. 

Another Windows 98 problem. Although promotional releases and advertising in UK advise consumers the 
new Windows 98 software will process digital video disc recordings, it will not. UK retailer PC World ran 
advertisements offering Windows 98 and Creative Labs DVD Drive claiming the "package" would play DVD. 
What they did not reveal is need for separate MPEG-2 decoder board. Complaints have been filed with UK 
Advertising Standards Authority. 

Cheap fish finder. Bandai (Japan) has introduced US$100 fish finder using Nintendo Game Boy LCD 
handheld screen. System incorporates 6" sonar cylinder floated on water to detect fish to maximum depth of 65 
feet. linked by cable to Game Boy to display images. Least expensive existing sonar fish finder in market is in 
range of US$300. 

Naughty word box. Rogers. Arkansas based Principal Systems (www.tvguardian.com) has introduced 
TVGuardian box that functions with live and closed circuit captioning transmissions to detect unsavoury 
language including derogatory references to sexual preference, race or religion. System deletes language when 
words cross check with pre-programmed list and is claimed by seller to be 95% accurate. Words such as God or 
Jesus are analysed for context so as to not block religious use of words. System has three levels of application: 
Strict, tolerant and off. Tolerance mode allows words such as "sucks" and "butthead" to pass while strict does 
not. Price is near US$200. 

Matsushita sales inside of Japan fell 5% and world sales were up 3% in face of Asian financial crisis 
according to first quarter report. 

Among recent obituary notices. Reynold B. Johnson, creator of IBM's very first computer disc drive. died in 
California at age 92. In 1956, he created and IBM shipped first-ever hard drive. Capable of storing 5 Mbytes of 
data. drive used 50 aluminium magnetic discs, each 24" in diameter, in cabinet weighing 2,000 pounds. And that 
was 42 years ago. 


Cable/Fibre/MMDS/Pay TV 
Cheap trick. The TV Guide, published by Murdoch's INL, adds 


beginning the week of October 3 a new daily programme listing for 
"Sky Sport 2" which the publication notes. "7I’ Guide this week 


introduces the programme billings of a second Sky sports channel, 
although it may be some time before the channel can be accessed by 
many viewers. The second sports channel is part of Sky Network TV's 
expansion to what will be initially a 10 channel digital satellite service, 
and, by the end of the vear, 20 channels." CTD contacted the Sky 
satellite receiver decoder supplier to learn the status of shipments into 
New Zealand of the required IRD. "Not more than 100 at this time" 
was the response. In effect, TV Guide is being "used" by Sky to 
promote a service which is essentially not available to the public at 
large. By listing the programmes which viewers cannot have, apparently 
Sky (and INL) hope to encourage subscription to Sky's new digital 
service. essentially free advertising for Sky. 


12.30am SPORTSCENTRE 
1.30am ULTIMATE OUTDOORS 
2.00am CABELA’S 
QUEST 
2.30am AMERICAN EXPEDITIONS 
3.00am FISHING 
4.00am MOTOWORLD 
4.30am BOATING: . Boat Racing. 
5.00am MOTORSPORT: RPM 2Day. 
5.30am MOTORSPORT: Nascar_ 
6.00am FIGURE SKATING: 1998 World 
Championships Exhibition. 
8.00am US CHEERLEADING 
8.30am MOTORSPORT: From _ Houston, 
Cart 


9.45pm GRIDIRON: NFL Football, Kansas 
ity v Seattle. | 
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Cable copyright lawsuit in Papua New Guinea. Background. PNG firm Hitron Pty Ltd claims it is licensed 
under the Telecommunications Act 1996 to broadcast television utilising cable and MMDS technology in the 
National Capital District. They further claim the exclusive right to distribute CNNI, BBC World, and CNBC 
services inside of PNG. Hitron claims it holds the right to further authorise "other" cable TV firms to carry this 
programming. In a Writ filed September 7, Hitron's lawyers scheduled a court date against Channel 8 Pty 
Limited, a competitive cable firm seeking that Channel 8 "be enjoined from distributing the television 
programmes of CNBC, NBC ( - a moot point since it is no longer functioning), CNN/J and BBC World Service." 
Channel 8's defence, in part, cites that each of the signals cited are distributed in a free to air format and are not 
in any way encrypted to prevent viewing by anyone employing suitable (satellite receiving) equipment. Case 
will be heard October 1 Oth. 

Taupo Cablevision Inc.; Ltd (TCI), previously reported as back operating under new owners, is in fact still 
only in test mode. Disagreements between local electrical utility firm (which rents pole attachment space to TCI) 
are reported to be at the heart of the current problem. The utility company is asking for escalating rates for pole 
attachments which in five years time, according to TCI, would amount to $50 per pole per year. Cable firm 
refuses to sign contract, utility company refuses to allow TCI to restart service. 

US cable TV rates have grown 7.3% on national average basis against US inflation rate increase of 1.7% in 
same period. Regulations adopted in 1996 Telecom Act allow cable to raise rates only against the inflation rate 
change, or, where they can show their cost of programming increasing beyond the rate of inflation. Because 
many programme services are owned by cable TV operating firms, it appears the cable group has found a way to 
circumvent the 1996 legislation by simply charging their owned and operated cable firms more money for the 
programming. Programming firms escape rate regulation under the 1996 act. Cable rates crept up 0.5% in July 
against 0.1% increase in inflation. 

US cable TV revenues: 63.6% from basic programming packages, 17.0% from optional pay-TV channels, 
16.8% from other (including advertising, installation fees) and 2.6 from data and non-cable service sources. 

US cable networks again beat US free to air networks in total audience and ratings during August. Cable 
networks delivered 23,941,000 US homes during average prime-time measurements against big-4 networks 
23,912,000. Cable grew by 3.1 million homes in last 12 months, networks lost 1.3 million. This is the third 
sequential month where cable basic channels have beat out network services in audience share. Perhaps not 
coincidentally, financial analysts are now predicting "Big 4 TV networks as a group (ABC, CBS, Fox, NBC) will 
lose money in 1999, leading to possible further consolidations in peripheral activities such as on-line services." 


Terrestrial Broadcasting 


NZ Treasury's "Scoping Study" of business options available to TVNZ have been released to media but 
with significant deleted material that appears to deal with TVNZ "digital opportunities." Missing material seems 
to focus on set top box scenario (see CTD July 29, 98-07) and methods by which TVNZ could be assured of a 
competitive position in the digital transition period. Government refused initial request for release of scoping 
study citing "commercial sensitivities." Petition by National Business Review forced release of some material. 

Sale of two MMDS (2.1 GHz microwave band) licences currently held by Hawaiian firm has failed. Maui 
Cable TV owns 1/6th of the total MMDS spectrum first auctioned off by government in 1990 (see CTD, 95-02, 
p. 2). The majority (8) of the special point to point (8 MHz bandwidth) channels are owned by Telecom which 
says it has no plans to utilise those it owns. In other world parts, including Australia, MMDS delivers pay 
television services utilising analogue techniques. Digital MMDS has been developed for use in North America 
but set-top boxes for this application remain very expensive which drives the cost of implementing digital 
MMDS up into the region approximating those being paid by Sky NZ to turn on its own satellite service. The 
MMDS licenses granted by government were for twenty years and have 13 years to run before expiring. 

Rapid ramp-up of newest "solar sunspot cycle"' has forecasters warning of record world-wide long distance 
propagation conditions extending into lower VHF frequency region within 18 months. Observers are already 
reporting reception from New Zealand TV channel | (45.25 MHz) and Australia TV 0 (46.17 MHz) in USA and 
Japan. Solar cycles run in 11/22 year periods, go through minimum (1996) and maximums (next forecast 
2000-2003) indicating the most severe effects of long haul "skip" signals are ahead of us. Any users of region 
between 30 and 60 MHz, normally considered suitable for local coverage only, will be adversely affected by 
increasing sunspot numbers and enhanced long distance propagation. During last solar peak, New Zealand TV 
channel | signals were captured from as far away as London. Months of October-April are traditionally most 
troublesome. New Zealand TV watchers of channel | will be adversely affected, especially in fringe areas where 
terrestrial TV signal is weaker; may "lose" present quality of reception for as long as 8 hours daily. Reception 
will be marred by diagonal and horizontal bars, constantly moving across screen, and ghostly images that fade up 
and down in signal level abruptly. Most affected - TV viewers who have rooftop TV antennas that point 
north-east, north or north-west because signals from New Zealand's own channel | transmitters will "skip" north 
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and then bounce back into New Zealand creating scenario where a TV transmitter can actually interfere with 
itself as aerials pick up both direct ground wave signal and reflected skywave signal which travels to equatorial 
regions and then returns in impaired state and delayed in time from the ground wave service. NZ TV4 has 
constructed several channel | transmitters to fill in coverage holes, including major site at Auckland Sky Tower 
for North Shore region. 

Growing dissatisfaction with New Zealand's annual "Broadcasting Fee" (administered through New 
Zealand On Air) is prompting government to take citizens to court. Under the regulations, New Zealand homes 
equipped with one or more television receivers are required to pay annual fee unless they can show the television 
set is not utilised to view (local) television. A provision in the Broadcasting Act allows for exemptions; in 
1996/1997, no applications for exemptions were filed. In the most recent fiscal year (1997/1998), more than 
2,300 exemptions have been filed. And there is a growing, grass roots "revolt" spearheaded by people who are 
encouraging others to not pay the fee. According to Broadcasting Commission records, approximately 10% of 
the total it collected (NZ$100,333,000) was expended to collect the fees and that percentage is rapidly growing 
because of public sentiment against the fee. Opponents to the fee typically charge it is a "tax imposed without 
being put before Parliament." A 75 year old Orewa man, using talk-back radio as a forum, claiming he has never 
paid the fee is encouraging others to join the "revolt." Minister of Communications Maurice Williamson has 
placed the weight and legal skills of his agency behind the court fight which is looming; government wants 
matter "squashed" soon before it turns into "full scale revolt." 

BBC Broadcast Chief Executive Will Wyatt has told European group, "/t is important for a public 
broadcaster to be available to all of the public by whatever delivery means as may be available. That is why we 
support continuation of our analogue transmissions, a presence within the BSkyB satellite bouquet, and 
carriage within the ONdigital terrestrial TV service. We even support being available Online through Internet. 
We believe ten years from now, 25% of the population will still be receiving us in terrestrial analogue so it will 
always be important to realise that our mandate is to serve all of the people, all of the time, by whatever 
delivery means makes the most sense." At same conference he is reported to have told delegates, "The 
(European) DVB standard is rapidly becoming the preferred standard throughout the world" and he cited 
"Australia and New Zealand have signed on in support of the standard for both satellite and terrestrial TV." 
Has anyone told the Ministry of Commerce this news? 

Outdoor or rooftop TV aerial sales in USA have steadily declined over past two decades as first cable and 
then DBS/DTH made inroads in way people receive their television programming. Now the aerial makers have 
discovered the "magic" associated with "digital TV reception" and virtually all firms in field are announcing new 
"digital-ready" and "digital-capable" revised models for home consumer use. In truth, aerials are no different 
than earlier models (packaging and finishes aside) and in most cases will produce no better pictures than "old 
fashioned analogue" versions. Still, the concept of a new aerial to compliment a new digital TV installation is 
good for business and aerial firms are reporting significant sales increases. 

In USA, average cost of producing 30 second network quality commercial has jumped 11% to $308,000. 
Same length commercial cost US$189,000 in 1989. During 1997, 73% of all network commercials were 30 
seconds in length. 

End of era. US FCC has decided that comparative hearings for new analogue TV station licenses are no 
longer the best method of determining which applicant should be awarded broadcasting license. Until now, FCC 
has held hearings and attempted to adjudicate the best and most qualified applicant for new TV and radio 
stations where two or more applicants appear for a new channel. That process will now be replaced by a public 
auction - the firm bidding the most money for new frequencies will be the "winner." 

America's seventh national TV network, PAX TV, debuted August 31 with claimed coverage to 76% of the 
nation's homes. Network is building on their perception of "family programming" with avoidance of sex, blood 
and guts themes which they claim typify other US network fare. PAX earned a national (Nielsen) rating of 1.4 in 
prime time on their opening night, significantly greater than expected. 

"Unlicensed radio station operators" (previously known as 'Pirates') plan march through downtown 
Washington (DC) October 4-5 with stops at regulatory agency FCC, Congress and National Association of 
Broadcasters. Group is petitioning US government to allow license free AM and FM broadcasters in small 
community market regions. With the march, seminar sessions to "teach how one puts an unlicensed radio Station 
on the air." Tweaking the nose of the regulators in their own backyard - they claim there will be a "march 
co-ordinating unlicensed station operating" through the two-day period from downtown Washington to give live 
reports of the activities. 


SUBSCRIPTION ...appear on page one (bottom) of this issue. Copying this 
INSTRUCTIONS ... publication without our permission violates our copyright. 
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